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nary examination and survey “from deep water to Oyster, Va.
(H. Doc. No. 209); to the Committee on Rivers and Harbors
and ordered to be printed with illustration.

5. A letter from the Commissioner of Patents, transmitting
the report of the business of the Patent Office for the year
ended December 31, 1912 (8. Doc. No. 946) ; to the Committee
on Patents and ordered to be printed.

CHANGE OF REFERENCE. -

Under clause 2 of Rule XXII, committees were discharged
from the consideration of the following bills, which were re-
ferred as follows:

A bill (H. R. 941) granting a pension to Sarah E. Dillon;
Committee on Invalid Pensions discharged, and referred to the
Committee on Pensions.

A bill (H. R. 49808) granting a pension to Thomas M. Carew
Birmingham; Committee on Pensions discharged, and referred
to the Committee on Invalid Pensions.

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS.

Under clause 3 of Rule XXII, bills, resolutions, and memo-

rials were introduced and severally referred as follows:

¥ Mr, RAKER: A Dbill (H. R. T825) reappropriating and
making available for the fisecal year ending June 30, 1914, the
unexpended balance of the appropriation of $15,000 tor improve-
ments at Fort Bidwell School, in California, under the act of
August 24, 1912; to the Committee on Appropriations.

By Mr. KEATING: A bill (H. R. 7826) to provide for the
closing of barber shops in the District of Columbia on Sunday;
to the Committee on the District of Columbia.

By Mr. JOHNSON of Washington: Joint resolution (H. J.
Res. 124) requesting the Secretary of War fo submit to Con-
gress a supplementary report on the project for the improve-
ment of the mouth of the Columbia River; to the Committee on
Rivers and Harbors.

By Mr. DYER : Resolution (H. Res. 236) to print an original
article read in the general session of the Missouri State Medical
‘Association, at the fifty-sixth annual meeting, held at 8t. Louis,
May 13 to 15, 1913 ; to the Committee on Printing.

By Mr. ESCH: Memorial of the Legislature of Wisconsin me-
morializing Congress to amend section 5219 of the Revised Stat-
utes of the United States, relating to the taxation by the sev-
eral States of shares of stock in national banking associations;
to the Committee on Ways and Means.

Also, memorial of the Legislature of Wisconsin memorializ-
ing Congress to adopt Senate joint resolution 131 and H. R.
16808, introducéd during the second session of the Sixty-second
Congress; to the Committee on the Judiciary.

PRIVATE BILLS AND REBOLUTIONS.

TUnder clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. BOWDLE: A bill (H. R. 7827) granting an increase
of pension to Theodore Elchlepp; to the Comumittee on Invalid
Pensions.
~ Also, a bill (H. R. 7828) granting an increase of pension to
Anna Mary Huenemann ; to the Committee on Invalid Pensions.

Also, a bill (H. R. 7T829) granting a pension to Mary Craig;
to the Commitiee on Invalid Pensions

Alse, a bill (I, R. 7830) granting a pension to Emma Fox;
to the Committee on Invalid Pensions.

Also, a bill (H. R. 7831) granting a pension to Sarah A.
Bhinkie; to the Committee on Pensions.

By Mr. DUPRIE: A bill (H. R. 7832) granting an increase of
pension to Emily Waters; to the Commiitee on Invalid Pensions.

By Mr. KIESS of Pennsylvania: A bill (H. R. 7833) granting
an increase of pension to Sarah Jane Burroughs; to the Com-
mittee on Invalid Pensions.

PETITIONR, ETC.

T‘nder clause 1 ef Rule XXII, petitions and papers were laid
pn the Clerk’s desk and referred as follows:

By the SPEAKER {by request) : Petition of Loecal Union No.
8, United Brotherheood of Carpenters and Joiners of America,
at Wheeling, W. Va., favoring a change in the present form of
government ; to the .Committee on the Judiciary.

By Mr. ESCH: Petition of the Brotherhood of Locomotive
Firemen and Enginemen, at Peorin, Ill., favoring adeption of
electric headlights and safety appliances on road engines; to the
Committee on Interstate and Foreign Commerce.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

__GPO

By Mr. PETERS (by request) : Petition of Central Committee
of the Socialist Party, of Boston, Mass., and the Boston Socialist
Club with regard to Patrick Quinlan: to the Committee on the
Judiciary.

By Mr. RAKER : Papers to accompany bill (H. R. 1514) for
the relief of Bert Harris; to the Committee on Claims.

Also, petition of the voters of Pike, Cal, favoring Senate
Jjoint resolution No. 1, extending the right of suffrage to women;
to the Committee on the Judiciary.

SENATE.
Trurspay, August 28, 1913.

The Senate met at 11 o'clock a. m.
Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D.

CALLING OF THE ROLL,

Mr. SMOOT. Mr. President, I suggest the absence of a
quorum.

The VICE PRESIDENT. The Secretary will call the roll

The Secretary called the roll, and the following Senators
answered to their names:

Ashurst Hiteheock Ollver Smith, Arlz,
Bacon James Overman Smith, Ga.
Borah Johnson Owen Smith, 8. C.
Brady Jones Page Smoot
Brandegee Kenyon Penrose SBterling
Bristow Kern rkins Stone
Bryan La Follette Toindexter Sutherland
Catron Lea Pomerene Thomas
Chilton Llppltt Thompson
Clapp - c&le Robinson Townsend
Colt M mber Root Vardaman
Crawford Shafroth Weeks

Maﬂln Va. Sheppard Williams
Dillingham lls.rtlmz. N.J. %t;vr:!nn Works

y

Gallinger herm Simmons

Mr. McCUMBER. My colleague [Mr. Groxxa] is necessarily
absent.

Mr. SHEPPARD. My colleague, the senior Senator from
Texas [Mr. CureersoN], is unavoidably absent. He is paired
with the Senator from Delaware [Mr. pu Poxr]. This an-
nouncement may stand for the day.

Mr. SMOOT. 1 desire to announce that the senior Senator
from Delaware [Mr. pu PoxT] and the junior Senator from
Wisconsin [Mr. StepHENSON] are detained from the Senate on
account of illness.

Mr. GALLINGER. I make a similar announcement concern-
ing the junior Senator from Maine [Mr. BurLEIGH].

The VICE PRESIDENT. Sixty-two Senators have answered
to the roll call. There i8 a quorum present. The Secrefary
will read the Journal of the proceedings of the preceding day.

THE JOURKAL,
The Journal of yesterday's proceedings was read and approved.
MEMORIALS.

Mr. OLIVER presented a memorial of the directors and
officers of the First National Bank of Swissvale, Pa., remon-
strating the enactment of legislation to provide for the
establishment of Federal reserve banks, for furnishing elastic
currency, affording means of rediscounting commercial paper,
and to establish a more effective supervision of banking in the
United States, and for other purposes, which was referred to
the Committee on Banking and Currency.

Mr. ROOT presented a memorial of the De Laval Separator
Co., of Poughkeepsie, N. Y., and of the Iowa Dairy Separator
Co., of Waterloo, Iowa, remonsirating against the placing of
cent‘rifugal cream separators on the free list, which was
ordered to lie on the table,

BILLS INTRODUCED,

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. McLEAN:

A bill (8. 3056) granting an increase of pension to Annie M.
Johnson (with accompanying papers); to the Committee on
Pensions.

By Mr. LEA (by reguest) :

A bill (8. 3057) for the adjudication and determination of
the claims arising under joint resolution of July 14, 1870,
authorizing the Postmaster General to continue in use in the
postal service Marcus P. Norton's combined pestmarking and
stamp-canceling hand-stamp patents or otherwise: to the Comn-
mittee on Claims.
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AMENDMENT TO THE TARIFF BILL.

Mr. HITCHCOCK. I desire to ask for a reprint as cor-
rected of the amendment which I offered on yesterday provid-
ing for the taxation of trusts, by striking out, on page 2, line 21,
the words “a year.” The reprint ig rendered necessary on ac-
count of the typographieal error.

The VICE PRESIDENT. The amendment will lie on the
table and will be reprinted as corrected at the request of the
Senator from Nebraska.

NATIONAL CONSERVATION EXPOSITION, KNOXVILLE, TENN,

Mr. LEA submitted the following resolution (8. Res. 175),
which was referred to the Committee on Industrial Expositions:

Whereas the National Conservation Exposition is to be held at Knox-
vll{lie, Tenn., from September 1, 1913, to October 31, 1913, inclusive;

an
Whereas this exposition has for its purpose the emphasizing of the
necessity for conservation of all natural resources of the country and
_the study of the best methods of forwarding this movement; and .
Whereas the officers of the said National Conservation Exposition have
requested the honor of the presence of Members of the Senate of the
United States at some time durlng said exposition, to*be designated
by the Senate: Therefore be it
Resoleed, That the President of the Senate be empowered to appoint
a committee of seven Members which will aceept this invitation on the
part of the Senate and visit said exposition at some time to he agreed
uponsibftween the members of said committee and the president of the
exposition.

SUBJECT INDEX TO CONGRESSIONAL RECORD,

Mr., LEA submitted the following resolution (8. Res. 176),
which was referred to the Committee on the Library:

Resolved, That the Committee on the Library be empowered and di-
rected to canse to be made a subject index of the contents of the €CoON-
GRESSIONAL RECORD, in the nature of a digest reference of the speeches,
debates, and subjects introduced into the REcorp, to be supslementary
to the present form of index, to begin with the Bixty-second Congress
and go back Congress by Congress to the beginning of the publication
of the Recorp, to be printed for use as each Congress is completed.
The index shall be by subjects, with the names of the Senators or Rep-
resentatives who are the anthors attached to each reference.

That they shall also canse to be made and maintaiped a current sub-
ject index to begin with the Sixty-third Congress and go forward, to be
in addition to the present form of index.

That the committee shall employ for constructing such subject index
a capable man with expert kncwledge of public affairs and intelligent
coneception of the subject matter of legislation and discussion in Con-
rress, who shall, when so selected, become an official employee of the
Senate and go upon its rolls and be pald $£3,600 per year for his services.

That the snbject indexer be furnished a sultable room eor rooms, in
the Capitol or elsewhere, furnished or equipped for his work and cared
for, and he shall be entitled to a credit of $200 per year in the sta-
tionery room of the Senate for office stationery and supplies.

PEPSONAL EXPLANATZON.

Mr. POINDEXTER. Mr. President, I rise to a question of
personal privilege. I send to the Secretary’s Gesk and ask to
have read a publication which recently appeared in a news-
paper published in tke city of Scattle, in the State of Wash-

ington.
The VICE PRESIDENT. The Secretary will read as re-
quested.

The Secretary read as follows:

POINDEXTER CLAN CLUTTERS PUBLIC OFiICE PAY ROLL—ALLEGED FRIEND
OF THE PEOPLE GRABS ALL PATRONAGE FOR RELATIVES—TAKES CARE OF
VIRGINIA—FAMILY ALSO GETS FAT PRICE FROM GOVERNMENT FOR ESTATE
IN SOUTH—WASHINGTON SENATOR SOON AFTER BUYS IMPOSING HOME
IN CAPITAL—GETTING VERY GOOD FOR THE POINDEXTERS.

The Progressive Senator from Washington, MILES T 0OINDEXTER, A sup-
porter of conservation, unloads Virogiuin mountain land owned by his
family on the Forest Service for $30,000.

He buys an imposing home in Washington following this sale.

1'0INDEXTER has no appolntments for party suopporters in his own

State, but has put three brothers, one son, six cousins, and the wife

of a seventh cousin on the Federal pay roil since he cntered Congress.

These relatives are:

Ernest Polndexter,

William Poindexter.

Fielding L. I"cindexter.

Gale Poindexter.

Fugene Polndexter.

Carlton D. Poindexter.

Robert H. Poindexter.

Maj. Jefferson D. Poindexter,

Mrs. Anna L. Poindexter.

e’ Poindexter.

Samuel J. Graham.

The unnamed Poindexter is on the navy-yard pay roll at Washing-
ton, D. C., and the son, Gale Poindexter, is a midshipman at Annapolis.

The first three named are brothers of the Progressive Senator, the
fourth is his son, and the seven last are cousins.

Mr. POINDEXTER. Mr. President, this is the first time in
more than four years’ service in Congress that I have risen to a
question of personal privilege. In general, it is not a good prac-
tice to speak of one's private and personal affairs in publie, for
two reasons., First, it is an imposition on the public which has to
listen, and, second, it is an embarrassment to the individual whese
private affairs are exposed to the public gaze. I would not have
done so in this ease, but for the fact that thislibelous publication
has been printed and reprinted throughout the Nation, and on ac-
count of its specific and circumstantial statements seems to receive

more credence than such publications usually meet with. Fuar-
thermore, it involves a number of other people besides myself,
who are outraged by the false statements made ccncerning them
and who are entitled to have the matter corrected. There is
also another reason, the more important one, perhaps, namely,
that the honor of this great tribunal is itself concerned in the
conduct of every Member of it. If tne matter has been cualled
to your attention you are entitled to know all the facts concern-
ing it. I have too great a respect for ihe Senate of the United
States even to pretend that I am indifferent to an attack upon
the integrity or even the propriety of my conduct here.

I have not asked that the entire article be read, as it is some-
what lengthy, but what has been read covers the essential
points. The publication states that I have secured Government
positions for 11 relatives, whose names are given, as follows:
Ernest Poindexter, William Poindexter, Fielding L. Poindexter,
Gale Poindexter, Eugene Poindexter, Carlton D. Poindexter,
Robert H. Poindexter, Maj. Jefferson D. Poindexter, Mrs. Anna
L. Péindexter, Poindexter, Samuel J. Graham.

The truth is that I do not know Eugene Poindexter, Robert IT.
Poindexter, Maj. Jefferson D. Poindexter, Mrs. Anna L. Poin-
dexter, or Poindexter. I have never had any
correspondence with them or with anyone on their behalf, and
never heard of them until my attention was called to the pub-
lication referred to. I do not know whether they are holding
Government positions or not. If they are holding such positions
I had nothing whatever, directly or indirectly, to do with the
same,

Of the others named—Ernest Poindexter, Fielding L. Poin-
dexter, and Samuel J. Graham—Ernest Poindexter does not
hold any Government position, and, as far as I am aware, never
has held any, except that in 1900 he assisted in taking the Fed-
eral census at Walla Walla, Wash., which employment lasted
for a few weeks.

Fielding I. Poindexter is a first lieutenant, retired, in the
United States Army. He was appointed second lieutenant ufter
serving as a private in the Oregon Volunteers in the war in
the Philippine Islands. He was highly commended for volun-
tarily exposing himself under fire in a special duty. After re-
turning to this country and many years before I was a Member
of Congress, and on account of the strong recommendations of
his superior officers, he was commissioned a cecond lieutenant,
and was later promoted first lieutenant and reti-ed. Since then
he has at various times been employed in active service as mili-
tary instructor in certain schools and-as reeruiting officer at
different points, and acted in both of these capacities long be-
fore I became a Member of Congress. '

Samuel J. Grabam is a distant cousin of mine, but does not
owe his appointment to me in any sense whatever. His home is
in Pittsburgh, Pa. He was the leader of the Wilsor forces in
the primary campaign in western Pennsylvania, and later was
one of the Wilson managers on the floor of the Baltimore con-
vention. He is a gentleman of excellent character and a lawyer
of ability. He owes his position to his own standing and to the
support of influential Members of Congress from Pennsylvania
and many other States.

Carlton D. Poindexter I have had some correspondence with,
and received a call from him on one oceasion in this city. He
lives in West Virginia, and is not a relative of mine unless it be
that some centuries back we may- have had a common ancestor.
He had a clerkship under the Isthmian Cananl Commission,
which, I believe, was in the classified service and was given to
him under the rules of that service after an examination. My
impression is that he gave up the position some years ago,
although I am not sure as to that.

Gale Poindexter is my son. I notice the charge is made that
when appointed to Annapolis he was accredited to the State of
Washington. In view of the fact that he was born in the State
of Washington and has lived there all his life, he being now 20
yvears of age, I know of no reason why he should not be ac-
credited to that State. His mother was born and has lived all
of her life in the State of Washington ; his grandfather, Thomas
Page, lived in Walla Walla and did his full share as a leader in
peace and war to hold and develop that great valley; his great-
grandfather, Joseph Gale, was a member of the first executive
committee which governed the Oregon colony. Joseph Gale
built the first ship tkat was constructed on the Pacific coast
and navigated it from the Columbia River to San Francisco,
where he exchanged it for cattle, which he brought back to the
Willamette Valley. He was one of the great free spirits whose
genius and ccurage put the Oregon colony on a substantial foot-
ing and laid the foundations for four Commonwealths of the
Union. He was one of the noted * mountain men" who, always
pressing forward. carried civilization inland from the Willa-
mette Valley. Nevertheless the publication referred to irti-
mates that his great-grandson, Gale, is an ulien t¢ that land.
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I think the editor of the publication has been in the State two
years aud, of eourse, may have some superior claims upon-the
State. This vielous libeler has lived two years in.the State of
Washington and thinks he has now been there long enough to
be the arbiter as to wko should and who should not be accred-
ited to {ie State. A short time ago this editor conducted a
Democratie paper in this city, whence he went direct to conduct
a standpat Republican paper in Seattle. He was a complete
failure, for a reason indicated by his name—Bone—more Bene
than otherwise, too much Bone. A failure else lere, he will be
a failure in Seattle. We have come upon degenerate times and
customs in some respects, but we have not yet "ecome so wholly
corrupt that a man without regard for truth or justice can
make a permanent success in the newspaper business.

It seems to be claimed that my son should not have been
appointed to Annapolis at all. I was not aware that young men
in this ecountry were barred absolutely the opportunity of
service in the Army or Navy because their fathers were in
Congress. Perhaps, however, that is the case according to the
very high standards of the newspaper referred to. My under-
standing has always been in regard to this and other similar
matters, that the proper rule is that all should be treated alike;
that there should be no favor or diserimination one way or
the other. I think myself that discrimination one way would
be as bad as the other way.

I did not appoint my son to Annapolis. He was appointed
by Representative WirLiam L. La FornreErTe, however, at my
and my son’s suggestion and request. I suppose, however, that
Representative LA Forrerte would not have appointed him
except that in his judgment the appointment was proper and
fair. At any rate, it was passed upon and acted upon not by
myself but by Representative LA FoLLETTE, and it was for the
very reason that I desired it to be so that I did not make the
appointment myself. It is also true that at the same time, at
Representative La TorLerTe's request, I appointed Earl Cham-
bers. of Spokane, to the West Point Military Academy. In
this T also acted upon my own judgment as to the propriety
of the appointment. In fact, as the record will show, I had
previously appointed Earl Chambers fo Annapolis, and he had
failed in the entrance examinations, and could not be appointed
to Annapolis by Representative LA ForLLETTE, because he had
passed the age limit for admission to that academy. I was so
impressed, however, with his perseverance and excellent char-
acter and disposition that I was glad, not only on Represent-
ative LA ForiertE's request but on my own account, to give
him the appointment to West Point.

I believe the only other person mentioned in the list of 11
“nepotes™ by the paper referred to is my brother, William
Poindexter, and out of the 11 persons named this is the only
one in regard to whom the allegation is true. I did appeint him
to a position in the folding room of the Senate, and he filled the
position for some time and did the work required, although
recently he has been compelled by ill health to be absent, and is
now in a hospital. -

The malice of the paper referred to ig indicated by its repeti-
tion of the false statement after it had been informed of its
utter falsity. In faet, the original publication shows on its
face that the editor knew it to be false at the time it was pub-
lished. For instance, it lists Maj. Jefferson D. Poindexter as
one of the horde of relatives for whom it alleges I have ob-
tained appointments, yet in the same article is the admission that
the said@ Maj. Jefferson D. Poindexter—whom I do not know—
“entered the Government service without aid from the Pro-
gressive Senator.”

If there is any Senator in this body who can say that I have
ever requested his support for a relative of mine for office, I
would ask him to state it now or hereafter, so that it may be
printed in the REecorp, where Mr. Bone can read it. I do not
recall any such request.

In the same article there is an insinuation that I had some
corrupt connection with the sale to the Government of lands
in Virginia in which I was interested. This is as utterly false
as the statements referred to above. Of course, with the vin-
dictiveness of this paper, if there is any record or proof to
support their allegation that I “ unloaded Virginia mountain land
on the Forest Service,” they will produce it. They have not
produced it, because no such fact exists. The sale referred to
was of a portion of the estate of my grandfather, Judge Francis
T. Anderson, in Rockbridge County, Va. It was negotiated
with the Forest Service by the executor of the estate, my uncle,
Hon. William A. Anderson, of Lexington, Va. I did not sug-
gest it to him, and had absolutely no connection with the matter
from beginning to end. I had originally a slight interest in
;.h? lfutld sold, but long before the sale had assigned that
nterest, ; : ' [

In the search of this editor for misconduct I am charged also
with the crime of buying a house. It is true that I have
bought a small house at a modest price. Not a dollar of the
money from the sale of the Anderson land in Virginia was
invested in this house, for the very good reason, as stated
above, that my interest in it was long before assigned to per-
sons in the State of Washington, the details of which can easily
be produced, if necessary. .

I will state, in addition, that I have never spoken or written
a word to any Government official in regard to that sale. T only
had a very slight interest in it—I think a forty-second interest.

If this editor had broadened the scope of his investigation, he
would have found that in my disreputable career this is not the
only offense of this kind I have committed, but that at other
times and places, in the last quarter of a century, in different
States, both before and since I became a Member of Congress, I
have been guilty of buying houses and paying on those in the
State of Washington my share of the exorbitant taxes which the
political ring, of which this newspaper is the principal exponent,
has imposed upon the people of my State.

The article which the Clerk has read is a criminal libel. Its
malice is demonstrated by its repetition in the same paper, and
by enlargements upon it in the most offensive form of which
petty vindictiveness is capable. It iz of the same class of
weapons in common use by the criminal interests by which this
interest-serving paper is controlled and in which it is a common
partner. It is in the same class as murder by the robber syndi-
cate of Alaska, kidnaping and assassination with dynamite and
pistol by the franchise grabbers of San Francisco, and the
bribery of judges and packing of juries in the State of Wash-
ington by the same railroad company which supplied the money
for the purchase of this paper from its former owners. This
ring and the interests they represent seem to want to make this
a war of extermination. I often wonder if they imagine that in
such a war they will be the ones who will survive. There can
be only one kind of liberty in this cotintry, and that is liberty
subject to and regulated by law. It is singular that the pro-
prietors of these property interests can not see that when they
leave that safe highway there is no other way by which they
may be saved. When they pack juries and corrupt elections,
as they have done so often, they are striking at the foundations
of their own castlee. When they institute a war of fraud and
slander and take up the toreh and stiletto of the Mafia and
Camorra they can not complain when ‘he evil day comes.

It is said that incendiary cpeeches, denouncing the flag and
the law, were made recently i~ Seattle by orators of the so-
called I. W. W.'s. Forthwith, in order to cure the I. W. W.'s of
incendiarism and teach them to respect the law and honor the
flag, a mob broke into the I. W. W.'s rooms and made a bon-
fire of their property. The mob was led by United States sailors
and incited by the same type of paper of wkick I am speaking.
It was a fine example of obedience to law and respect for the
flag. Of course it will-have the same beneficent effect that all
such object lessons have. However, if I were leading or inciting
the game of torches I should want to be sure that I lived myself
in an asbestos house. “ They who live by the sword shall die
by the sword.”

It is our good fortune, however, to have our habitation in a
land where public opinion is sovereign and just. We are mem-
bers of a people who have decreed in their hearts that the law
shall be supreme; that there skall be no diserimination as to
persons, whether the disturber of the peace be a thieving cor-
poration, an I. W. W. wind jammer, an incendiary mob, or a
libelous newspaper. The ignorant and poverty-stricken alien
who talks lawlessness should be punished, but for every year of
his incarceration the bandits of big business aac their literary
prostitutes, like this man Bone, who aect lawlessness, should
serve 10 years in prison. A hired criminal libeier is in the
some class as a hired murderer. Nothing would do this country
more good to-day than that they and those who hire them should
have a chance to learn what che flag really represents as it
waves over a penitentiary in which they are confined at hard
labor. Their present course illustrates that perfectly familiar
but yet quaintly curious wise saying, “ Whom the Gods would
destroy they first make mad.”

THE TARIFF,

Mr., SIMMONS. T ask unanimous consent that the Senate
proceed to the consideration of House bill 3321.

There being no objection, the Senate, as in Committee of thie
Whole, resumed the consideration of the bill (IL. R. 3321) to
reduce tariff duties and to provide revenue for the Government,
and for other purposes.

The VICE PRESIDENT. The question is on the amendment
proposed by the Senator from Wisconsin [Mr. La FoLLETTE].
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Mr. LA FOLLETTE. On that I ask for the yeas and nays,
Mr, President.

The yeas and nays were ordered.

Mr. ASHURST. Mr. President, I ask that the pending ques-
tion may be stated.

The VICE PRESIDENT. The Secretary will state the
amendment proposed by the Senator from Wisconsin, which is
the pending question.

The Secrerary. The amendment is to strike out all after the
word “exceeds” in line 19, page 165, all of lines 20 and 21,
page 165, down to and including “ $100,000,” in line 3, page 166,
and insert in lieu thereof the following: “ $10,000 and does not
exceed $20,000, and 1% per cent per annum upon the amount by
which the total net income exceeds $20,000 and does not exceed
$30,000, and 2 per eent per annum upon the amount by which
the tetal net income exceeds $30,000 and does not exceed $40,000,
and 23 per cent per annum upen the amount by which the total
net income exceeds $40,000 and does not exceed $50,000, and 3
per cent per annum upon the amount by which the total net
income exceeds $50,000 and does not exceed $60,000, and 4 per
cent per annum upon the amount by which the total net income
exceeds $60,000 but does not exceed $70,000, and 5 per cent per
annum upon the amount by which the total net income exceeds
$70,000 but does not exceed $80,000, and 6 per cent per annum
upon the amount by which the total net income exceeds $80,000
but does not exceed $90,000, and 7 per cent per annum upon the
-amount by which the total net income exceeds $90,000 but does
not exceed $100,000, and 10 per cent per annum upon the amount
by which the total net income exceeds $100,000,”

Mr, SIMMONS. I suggest the absence of a quorum, Mr.
President.

The VICH PRESIDENT. The absence of a quornm being
suggested, the Secretary will call the roll.

The Secretary ealled the roll, and the following Senators
answered to their names: .

Ashurst Gallinger Norris Shively
Bacon Hollis Oliver Simmons
Borah Hughes Overman Smith, Ariz.
Bradley James Page Smith, Ga.
Brady .* Johnson Penrose Bmoot
Brandegee Kenyon Perkins St

Bristow Eern Poindexier Sutherland
Bryan La Follette Pomerene Thomas
Catron Lea Ransdell Thompson
Chilten Lippitt Reed Townsend
Clapp Lodge Robinson Vardaman
Colt MceCumber Root ‘Walsh
Crawford McLean Baulsbury Weeks
Cummins Martin, Va. Bhafreth Williams.
Dillingham Myers Sheppard

Fall Nelson Sherman

Mr. RANSDELL., I wish to announce that my colleague, the
genior Senator from Lonisiana [Mr. THoeNTON], is unavoidably
absent on important business. I ask that this announcement
stand for the day.

The VICE PRESIDENT. Sixty-two Senators have answered
the roll call. There is a quorum present. The question is on
the amendment propesed by the Senator from Wisconsin [Mr,
T.o Forrerre], on which the yeas and nays have been ordered.
The Secretary will call the roll.

The Secretary proceeded to call the roll

Mr. ASHURST (when his name was called). Mr. President,
I have been assured by leading members of the Finance Com-
mittee that the necessary alteration will “= made in the present
condition of the bill, so that incomes over $100,000 a year will
be taxed properly. I vote “nay.”

Mr. WILLIAMS,. Mr. President, I do not know that I nnder-
stood the Senator.

Mr. LA FOLLETTH. The roll call is proceeding, as I under-
gtand.

The VICE PRESIDENT. The roll call is proceeding.

Mr. WILLIAMS. If the Senator from Arizona was in order,
I am.

Mr. PENROSE and other Senators. Regular order!
Mr. WILLIAMS. I simply desire to say that nobody had a
right to give such assurance. :

Mr., CHILTON (when his name was called). I have a gen-
eral pair with the junior Senator from Maryland [Mr. Jack-
gsox], which I transfer to the junior Senator from Temmessee
[Mr. SareLps] and will vete. I vote “ nay.”

Mr, DILLINGHAM (when his name was called). I have a
general pair with the senior Senator from Maryland [Mr.
Sumita]. As he is absent this morning, I withhold my vote.

Mr. McCUMBER (when Mr. GroNNA'S name was called).
My colleague is necessarily absent. He has a pair with the
junior Senator from Illinois [Mr. Lewis]. I will allow this
announcement to stand for all votes during the day.

Mr. McCUMBER (when his name was called). I bave a gen-
eral pair with the senior Senator from Nevada [Mr. New-
LANDS]. As he is absent, I will withhold my vote,

Mr. OLIVER (when his name was called). T have a general
pair with the senior Senater from Oregon [Mr. UHAMBERLAIN].
As he is absent, and not knowing how he would vote if present,
I withhold my vote.

Mr. REED (when his name was called). I have a pair with
the senior Senator from Michigan [Mr. SmiTH], which I trans-
fer to the junior Senator from Oklahoma [Mr. Gore] and will
vote. I wish to be permitted to say that I am voting under
the impression and belief, which is very firm with me, that this
matter will be further considered and will come up again,
Under those circumstances I vote “ nay.”

Mr. TOWNSEND (when the name of Mr. SyiTH of Michigan
was called). The senior Senator from Michigan is absent from
the Senate on important business. He is paired with the junior
Senator from Missourl [Mr. Reep]. I desire to have this
announcement stand for the day. d

Mr. SUTHERLAND (when his name was called). I under-
stand the senior Senator from Arkansas [Mr. Crargg] is not
present, I have a pair with that Senator and therefore with-
hold my vote.

Mr. THOMAS (when his name was called). I have a gen-
eral pair with the senior SBenator from Ohio [Mr. Burtox],
which I transfer to the senior Senator from Louisiana [Mr.
THorNTON] and will vote. I vote “ nay.”

Mr. THOMPSON (when his name was called), With the
assurance that I have received——

Mr. GALLINGER. Mr, President, debate is not in order.

SEVERAL SENATORS. Regular order!

Mr. THOMPSON. I vote “nay.”

Mr. PERKINS (when the name of Mr. Worgs was called).
My colleague [Mr. Works] is temporarily absent on official busi-
ness. he were present, he would vote “ yea.”

The roll call was concluded,

Mr. SAULSBURY. I am requested to announce that both
Senators from Oregon [Mr. CHAMBERLAIN and Mr. LAXE] are
absent on official business. :

Mr. STONE. I transfer the general pair I have with the
senior Senator from Wyoming [Mr. CrLarx] to the senior Sena-
gor from Nebraska [Mr. Hircacock] and will vote. I.vote

nay_n

Mr. SMOOT. I am requested to announce that the senior
Senator from Washington [Mr. Joxes] has been called from
the Chamber on account of public business. If he were pres-
ent, he would vote “ yea.”

Mr. FLETCHER. I am paired with the junior Senator from
Wyoming [Mr. Warrex]. I transfer that pair to the -junior
Senator from Oregon [Mr. LAxE] and will vote. I vote “nay.”

Mr. GALLINGER (after having voted in the negative). I
inquire if the junior Senator from New York [Mr. O'Goraax]
has voted?

The VICE PRESIDENT. He has not.

Mr. GALLINGER. I have a general pair with that Senator.
I transfer that pair to the junior Senator from Maine [Mr.
BurreicH] and will allow my vote to stand.

I have been requested to announce pairs between the senior
Benator from Delaware [Mr. pr PosT] and the senior Senator
from Texas [Mr. Cureersox], the junior Senator from West
Virginia [Mr. Gosr] and the Senator from Alabama [Mry.
BankmEAD], and the junior Senator from Wisconsin [Mr.
StepHENSON] and the senior Senator from South Carolina [Mr.
TILLMAN]. #

The result was announced—yeas 17, nays 43, as follows:

YEAB—1T.
Borah Cummins Page Townsend
Brady Kenl{nn Perkins Yardaman

ristow La Follette Poindexter
app Nelson Bherman

Crawford Norris Sterling

NAYS—43.
Ashurst Hughes Owen Simmons
Barcon James Penrose Bmith, Ariz.
Brandegee Johnson Pomerene Bmith, Ga.
Bryan Kern Ransdell . Smoot
Catron Reed Btone
Chilton Lippitt tobinson Thomas
Colt ge Root Thompson
Fall MeLean Saulsbury Walsh
Fletcher Martin, Va Shafroth Weeks
Gallinger yers Sheppard Willlams
Hollis Overmnn Shively

NOT VOTING—35.

Bankhead du Poot MeCumber Smith, 8. C.
Bradl Goff Martine, N. J. Stephensen
Burleigh Gore Newlands Sutherland
Burton Gronna (Gorman WanSon
Chamberlain Hitcheock Oliver
Clark, Wyo Jackson Pittman Tillman
Clarke, Ark. Jones . Shields Warren
Culberson Lane Bmith, Md. Works
Dillingham Lewis Smith, Mich.

So Mr. LA ForrLerte's amendment was rejected.
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AMr. BRISTOW. Mr. President, I offer an amendment, which
I gend to the desk.

The VICE PRESIDENT. The amendment will be stated.

The SECRETARY. The Senator from Kansas [Mr. Bristow]
oﬂ’eis the following amendment:

gnge 165, in line 6, before the figure * l;" insert “ 3 of,” and in
Ilne 18, before the figure “1,” insert “§ of”; In line 19 strike out
and lnsert in lieu thereof “ $10,000 " : in line strike out

“ g,
§og gug " and insert in lien thereof * s‘.‘ao 000, and strike out the
ﬂgure “ 9" and insert in lieu thereof the ﬂgu Wy
age 166, In line 1, strike out * §.,0 000" and Insert in lien
theruofp $20,000,” strike out “$100,000" and insert in lieu thereof

L §30, 000 and strike out the fizure “8" and insert in lieu thereof
“1ix" in line 8 strike out * $100,000” and the period and insert ln
lien thereof “ $30,000 and does not exceed $40,000, and 2 per cent
annum upon the amount by which the total net income exceeds $40, 1]
and does not exceed $50,000, and 2% per cent r anpum upon the
amount IJE which the total net Income exceeds $50,000 and not
exceed $60,000, and 3 per cent er annum upon the amount by which
the total net income exceeds 000 and doca not exceed $70,000, and
3} per cent Scr annum upon i a amount h which the total net income
exceeds $70,000 and does not exceed $80,0 and 4 per cent per annum
upon the amount by which the total net income exceeds $50,000 and
does not exceed $90,000, and 43 per cent % T aAnnum upon the amount
by which the total net income exceeds $£90,000 and does not execeed
$100,000, and 5 per cent per annum upon the amount by which the
total net income exceeds $100,000.”

Mr. BRISTOW. Mr. President, on yesterday I offered an
amendment providing for a graduated scale, adding 1 per cent
additional tax for each additional $10,000 of income, making the
total tax 10 per cent on an income of $100,000. Objection was
made to that by the Senator from Mississippi [Mr. WiLriams],
in charge of this part of the bill, upon the ground that it would
provide too much revenue, thereby giving us more money than
is needed. To meet that objection, I have prepared an amend-
ment which starts with one-half of 1 per cent on less than
$10,000, and then adds, as an additional rate, one-half of 1 per
cent for each additional $10,000 of income until $100,000 is
reached, when the tax becomes 5 per cent, and all over $100,000
is taxed at 5 per cent.

This would bring in approximately the same revenue as the
provision in the bill. It is not as much money as I think we
ought to raise from incomes. The tax is not as high as I think
it ought to be, but it is higher on the large incomes than the
present bill provides.

Mr, GALLINGER. Mr. President——

The VICE PRESIDENT. Does the Senator from Kansas
yield to the Senator from New Hampshire?

Mr. BRISTOW. I do.

Mr. GALLINGER. Do I understand the Senator to say that
the aggregate amount collected under the provisions of this
amendment would be approximately the same as that collected
under the bill itself?

Mr. BRISTOW. Yes.

Mr. GALLINGER. The only difference being that there is a
larger percentage assessed on the large incomes?

Mr. BRISTOW. And a smaller percentage on the small
incomes.

Mr. LODGE. It is better proportioned.

Mr. BRISTOW. Yes; it is better proportioned.

To illustrate: On an income of $10,000 the tax under this
amendment will be $35, while under the bill it will be §70; on
an income of $20,000, under my amendment it will be $135,
while under the bill it will be $170;: on $30,000, under my
amendment it will be $285 and under the bill $370; on $40,000,
under my amendment it will be $485 and under the bill $570;
on $50,000, under my amendment it will be $735 and under the
bill $770; on $60,000, under my amendment it will be $1,0385 and
under the bill $1.070; on $70,000, under my amendment it will
be $1,385 and under the bill $1,370; on $80.000, under my amend-
ment it will be $1,785 and under the bill $1,670; on $90,000,
under my amendment it will be $2,235, while under the bill it
will be $1,970; on $100,000, under my amendment it will be
£2.735, while under the bill it will be $2,270. Under my amend-
ment it will be 5 per cent on all incomes over $100,000. while
under the bill it will be 4 per cent on all incomes over $100,000.
As nearly as can be estimated, I think that the gross collection
under this amendment will be about the same as under the bill.

Mr. SUTIHHERLAND. Mr. President——

Mr. BRISTOW. I yield to the Senator.

Mr. SUTHERLAND. I ecall the attention of the Senator
from Kansas to the faet, which he very well understands, that
the number of incomes of $10.000 and less will be very much
greater than those above that amount. I wish to ask the Sena-
tor whether he has taken that into consideration in making
his estimate?

Mr., BRISTOW. I have.

Mr. SUTHERLAND. If the Senator will permit, it seemed
to me, as I listened to the figures the Senntor gave, that the
amount of the assessment under his proposed amendment is not

as much as the amount proposed by the pending bill until we
reach the income of something over $40,000—— :

Mr, BRISTOW. Yes; $60,000.

Mr. SUTHERLAND. Sixty thousand doliars, which would
cause me to think that probably his amendment would not pro-
tll:;(txte as much revenue as the proposed amendment of the com-
mittee.

Mr. BRISTOW. Of course, it is impossible to tell, but the
committee estimates that the large collection under the com-
mittee bill will be on the incomes ranging from $50,000 up.
Under the estimate of the committee the incomes from $100,000
to $250,000 will bring $11,650,000, and the largest collection that
will be made will be on incomes of more than $100,000.

Mr. SUTHERLAND and Mr. BORAII addressed the Chair.

The VICE PRESIDENT. Does the Senator from Kansas
¥ield, and to whom?

Mr. BRISTOW. I yield first to the Senator from Utah.

Mr. SUTHERLAND. I was going to make one other sug-
gestion.

Mr. BRISTOW. There will be just as much money collected
under this amendment as under the law as proposed if any
reliance whatever can be made upon the committee estimate
as to the size of the income which will pay the greater amount
of the tax.

Mr, SUTHERLAND. As I understand this amendment, if it
will raige as much revenue as that proposed by the committee
I intend to support it, because I think it is a very much better
arrangement than that proposed by the committee. As I said
yesterday in speaking about the former amendment proposed
by the Senator from Kansas, I think the proposition of the
committee is altogether unscientific; the gap between $50,000
and $100,000 is too large a gap to make in arranging the gradu-
ated scale.

I was going to suggest to the Senator from Kansas whether
it would not be better if he would begin his assessment at half
of 1 per cent on incomes between $1,500 and $5,000, 1 per cent
between $35,000 and $10,000, and then on up.

Mr. BRISTOW. I did not want to inject that element of dis-
cussion into this amendment, It is a separate proposition as
to whether we are assessing a tax on low enough incomes.
That is a different proposition from the graduation of the tax
that is assessed, and there is a wide difference of opinion among
those who favor an income tax as to the amount of exemptions.
I did not want to involve that question in this amendment.

Mr. SUTHERLAND. Then I make this suggestion to the
Senator, in order that it may be certain that there will be as
much revenue raised by this proposed amendment as under the
bill: Would the Senator object to making the initial fizure 1
per cent instead of half of 1 per cent, and then going up by
steps of half a cent each time until we reach the $100,000
income, which would be taxed at the rate of 53 per cent?

Mr. BRISTOW. I could not favor that because that taxes
the man with less than $10,000 at a higher rate than the man
with more than $10,000. I do not think that we ought to put a
larger percent of tax on the man with the lower income.
lmMr. SUTHERLAND. It puts a higher tax all the way up the

e

Mr. BRISTOW. But I have all that worked out. If I do that
I will meet with the same objection that I met with yesterday
in the first amendment, because that will raise a good deal
more money than the present bill will raise. If you take that,
then the assessment on $100,000 would be $32,020, which would
be all right, and it would be $70 on the $10,000 man, and it
would raise a good deal more money than the bill as it is
presented to uns.

To satisfy Senators that this amendment will raise as much
revenue as the bill as proposed I want to call attention to the
estimate given in the report. It is estimated that on incomes
above $350.000 there will be $45,000,000 collected out of the
$70.000,000. The estimate of the committee is that there will
be $25,000,000 collected on incomes less than $50,000 under the
committee rates and $45,000,000 will be collected on incones
above $50,000. On every income of less than $50.000 I have
reduced the rate. On most of the incomes above $50,000 I have
increased the rate. The committee estimate here that $35,-
000,000, or half of the revenue from this income tax, will be
collected from parties whose income is more than $100,000 per
annum. If half of it is collected on incomes of more than
$100,000 per annum on all those incomes, I add one additional
per cent, making it 5 per cent instead of 4 per cent.

Mr. BRISTOW subsequently said: I ask permission to have
incorporated in my remarks a table showing the amount (hat
would be paid on each one of the divisions suggested in the
amendment I offered.
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The PRESIDING OFFICER (Mr. Samire of Georgia hn the
chair). Is there any cbjection? The Chair hears none, and it
will be =0 ordered.

The table referred to is as follows:

Tax on incomes to £108,000.

Revenue | Revenue

collected

on maxi- | on maxi-

Incomes. mum mum

empunt | amount

each each
division.)| division.?
Upwnn.m““g’“ $35 £70
From $10,000 to 000 at 2pﬂ'onm—f1pm'mnt.. 185 170
From £20,000 to $30,000 at 4+ cent==1} per cent. 285 370
From £30,000 to $40,000 at +lfgﬁfmnt— per cent. .. ¢ 485 570
From: $40,000 to £50,000 at 442 me—zgw'cmt...-. ------ 735 770
From £50 to $60,000 at }--24 per cent=3 per cent. . - 1,085 1,070
From $60,000 to $70,000 at 44-3 cent=3% per cent. 2 1,385 1,370
From £70,000 to $50,000 at a;p:armta- per cent. 1.785 1,670
From $80,000 to $00,000 at &+ 4 per cent=4} per cent. 2, 75 1,970
From $90,000 to $100,000 at k444 per cen pereemt. ......... 2,735 2,270

1 Proposed amendment, 2 Committee BHill

Mr. BORAH. Mr. President—

The VIEE PRESIDENE., Does the Senator from Kansa
¥leld to the Senator from Idaho? 5

Mr. BRISTOW. I do.

Mr. BORAH. I am not going to snggest to the Benator to
amend his amendment and I am going to vote for it, but I
want it understood that in doing so I do it as a concession to a
gitnation. I am thoroughly of the opinion that when a man
has an income of $20.000 there ought to be a different rate
established from that which the amendment provides for.
must remember that in computing an income for the purpose
of a normal tax there should be allowed as deductions; accord-
ing to the amendment of the committee—

First, the necessary expenses actually pald in cmrylng on any busi-
; second, all

ness, not }ncludln§ personal, living, or family expenses
interest paid within the year by a tuxable person on indebtedness ;
third, all national, State county, schoel, and munici taxes paid

thin the year, not including those . against loeal 3
fourth, Iosaes;e actually sustained during the year, incurred in trade or
arlsing from flres, storms, or shi and not compemsated for by
insurance or otherwise; fifth, debts. due to the taxpayer actually ascer-
talned to be worthless and charged off within the year; sixth, a reason-
able allowance for the exhaunstion, wear, and tear o:xgggsertg arising out
of its use or employment in the business, not to , In the case of
mines, 5 per cent of the gross value at the mine of the output for the
year for which the eomputation is made.

Mr. President, when you get a net income of $20,000 with

these exemptions and exceptions you have a vast estate behind

1.

My, CUMMINS. Mr. President—

The VICH PRESIDENT. Does the Senator from Kansas
yield to the Senafor from Iowa?

Mr. BRISTOW. I do.

Mr. CUMMINS. I will gay in regard to what has just been
mentioned by the Senator from Idaho I suppose we must as-
sume that these deductions will finally receive the approval of

a majority of the Senate. But I desire fo say now that in so

far as T am concerned I shall insist that some of them ought
not to be made, and when we reach that part of the bill T
intend to offer amendments which will change the bill in: that
respect. 'There are seme of these deductions which obviously
onght not te be made in aseertaining net incomes.

Mr. BORAH, Mr. President, the deductions will likely have
the same place in the bill after we get through as what we
find at present in the bill with reference to the rates.

Mr. CUMMINS. I am afraid that is true, but I did not want
it to be assumed so far as I am concerned that I belleve the:
eommittee reached the right eonclusion with regard to these
deductions.

Mr. BRISTOW. Mr. President, referring to the statement
of the Senator from Idaho [Mr. Boran], I agree with him. I
do not think this tax is high enough. We tried yesterday to get
an amendment that levied a higher tax than this. The amend-
ment I offered yesterday imposed a tax of $270 on a man
with an income of $20,000—I think a reasonable tax, cerfainly
not excessive—and the amendment went up by steps until a
man who has an inecome of more than $100,000 was assessed
a little over $5,000 a year. I think that amendment should
have been adopted, but it was defeated by the Senate by a very
Inrge majority.

The Senator from Wisconsin [Mr. LA Forrerre] offered an
amendment here this morning that has been voted upon and
which has been defeated. That rate was slightly Tess on the
gmaller incomes than that which I offered yesterday, and it

‘has been defented.

The g#rgument made yesterday, and the only argument prac-
tically against my amendment, was that it would raise too
much money. F do not think it would, but I meet that argu-
ment by offering an amendment which graduates it and makes
the amount on an income of more than $£100.000 pay a larger
per eent of the tax im proportion than the bill at present pro-
vides on: these incomes: Where we collect, according to this
estimate, approximately half on Incomes of over $100,000 this
amendment of mine would levy a tax of 5 per cent, 1 per cent
more- than the committee proposes. On the smaller incomes it
levies a less tax. It graduates it, I think, io a better way. A
man whose income is a million dollars will pay a good deal more
tax under this amendment than under the provision of the
Senate committes, and I think he ought to pay more. It does
not jump from $50,000 to $100,000, but it goes up $10.000 at a
step and adds one-half per cent for each step until we reach

Mr. GALLINGER. Wil the Senator permit me?

Mr. BRISTOW. I yield to the Senafor from New Hampghire.

Mr. GALLINGER. 3Jr. President, I voted against the amend-
ment that the Senator from Kangsas offered, as well as against
the amendment the Senator from Wisconsin offered, for reasons
entirely satisfactory to mys=elf. It seems to me that the amend-
ment now offered by the Senntor frem Kausas is a very wise
one, provided he is satisfied it will raise gs much revenue as
the provision in the bill.

If I had my way about i, I would increase the rate for the
lower salaries to three-fourths of 1 per cent in place of one-
half of 1 per cent, making it quite certain that we would get
more meoney from the large class of taxpayers who will pay on
smaller amounts. But, however that may be; I am so impressed
with the idea myself that the enormously rich men can well
afford to pay a larger amount than is provided in the bill under
consideration I have brought myself to the view that I can
properly and safely vote for the amendment the Senator has
proposed.

Mr. BRISTOW. Replying to the Senator from New Hamp-
ghire, T will say that the estimate of the committee is that on
the small incomes of less than $10,000 the collections will be
only about $6,000,000, Under the 1 per cent on incomes less
than $10,000 the committee estimates that at that rate the
revenue will aggrezate only about $6.000,000——

Mr. GALLINGER, I had not looked at the report, and T am
quite surprised to note that that is the estimate; because I had
supposed: it was very much larger.

Mr. BRISTOW. While the committes estimates that on the
incomes from $50,000 to $100,000 there will be collected $11.-
560,000, and between $100,000 and $250,000 they estimate $11.-
650,000. 8o on the incomes from which we are to receive the
large returns this amendment of mine increases the rate. I
think it will really colleet mere money than the proposed law
if any reliability whatever can be placed on these estimates.

Mr. LODGE. Mr. President, it has seemed to me in regard
to the provisions in the bill, whether the House or Senate com-
mittee provision, the proportion is bad. If we are to have a
graduated income {ax it ought to be the first condition that it
shall he properly propertioned. It seems to me, not only in the
amendment but in the proposition of the House, it is ill propox-
tioned, owing to the great gaps that are made and that it falls
unduly hard upon the smaller or the more moderate incomes.
I am speaking only of incomes subject to taxation. It seems
tor me also, as well as I can judge, that the amendment now
offered by thie Senntor from Kansas will unquestionably raise
more money than the one offered by the committee.

Mr. BRISTOW. I think it will.

Mr. LODGE. If we are to have a graduated income tax, this
is much better proportioned and mueh better #rranged than the
others, and T propoese to vote for it.

Mr, TOWNSEND. Mr. President, my belief is that whatever
amendment we propese should ve offered on the supposition
that it ought to be cnacted into law. I have not knowingly
voted for anything that I did not believe would make the meas-
ure better. ;

I realize, of course, that amendments offered by the minority,
whatever their merits, will be defeated.

Yesterday I opposed what seemed to me to be an effort to in-
crease the revenues above what it was clearly understood would
be required for meeting the expenses of the Government. The
Senator from YWisconsin [Mr. La Forierte] offered an amend-
ment to-day which preposed to reduce the revenues to a ecn-
siderable extent, as I understand the figures, below those which
would have been raised by the amendment offered by the Sena-
tor from Kansas [Mr. Bristow] yesterday., and I conld vote
for it. The present preposition reduces it still more, and brings
the amount of the revenue to be derived practically to the same
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relative amount as that proposed to be raised by the bill
Therefore I shall vote for it.

The thing that I would do if T had the authority just now is
this: I wonld take the duties off from certain noncompetitive
articles that are shipped into the United States, because I know
that in every such instance the tax levied is paid by the con-
sumer without producing any good or benefit to anybody in the
TUnited States. I would take off those duties and .o reduce the
revenues provided in the bill, and I would make up the deficit
this would create in the estimate made by the committee by in-
creasing the taxes which are to be imposed upon incomes.

I have no objection to increasing the rates provided they are
equitably distributed. As I said yesterday, I should like to
begin lower with a very small rate and increase it as the in-
comes increase. This plan of increasing the revenues from in-
comes while reducing in like amount the duties on noncompeting
articles wounld maintain the equilibrium of the bill and at the
same time present a proposition for which all who are in favor
of proper income rates could vote without any question as to
whether they are doing right or wrong. With me, income taxes
are imposed for uo other purpose than that of raisiLg money to
meet the expenses of government economically administered.

I have had some talk with Senators this morning, and, as I
understand, before this bill is disposed of a proposition will be
presented to the Senate whereby we as Republicans can vote to
remove what we regard as the unnecessary rates of duty and
at the same time supply the amount of revenue thereby done
away with by increasing the taxes on incomes.

Mr. BORAH. Mr. President, I did not understand the state-
ment of the Senator from Michigan as to what proposition it
was that was going to be submitted to the Senate.

Mr. TOWNSEND. A proposition to remove certain duties
now imposed on noncompeting articles to be shipped into the
United States and increasing the tax on incomes, so as to pro-
duce enough revenue from that source to offset the revenue
that would be destroyed by taking off such duties from non-
competing articles.

Mr. BORAH. Do I understand that we are to have a voice
in taking those duties off and a voice in fixing the rates or
graduating rates on incomes?

Mr. TOWNSEND. Tbkere is no reason why it should not be
done.

Mr. BORAH. There is no reason why it should not be done,
except the question of votes.

Mr. TOWNSEND. But we will have as many votes for such
a proposition as we will have for the amendment now pending.
We will have more votes for it.

My, SMOOT. Mr. President, as nearly as I can figure, the
amendment offered by the Senator from Kansas [Mr. Bristow]
this morning will bring more revenue than the pending bill pro-
vides. I think also that the amount that has been estimated
by the committee on incomes under $20,000 will be greater than
the estimate shows. The estimate of the committee is based
upon the amount collected during war times, when the last in-
come tax was in force in this country, and the committee has
taken the volume of business of that day and compared it with
the volume of business to-day.

Mr., WILLIAMS. That income tax was not repealed for
some time after the war.

Mr. SMOOT, I repeat, the committee hag taken the volume
of business at the time the income tax was collected and com-
pared it with the volume of business of to-day, and compared
the amount that was collected at the time that we formerly
had an income tax with the amount that we shall colleet under
this bill,

AMr. GALLINGER. Mr. President, can the Senator from Utah
state or can the Senator from Mississippi state the exact date
when *that tax was repealed? I know it was some time after
the war.

Mr. WILLIAMS. I am just trying to refresh my memory.
It was quite a while after the war; I think about 1871.

Mr. GALLINGER. About 1871

Mr. SMOOT. About 1870 or 1871, as I remember.

Mr. WILLIAMS. I thought it was about 1871. So the stand-
ard taken was not altegether a war standard. It was after
the war as well as during the war.

Mr. SMOOT. That is true, but the income tax was collected
until the time when the law imposing it was repealed. 'The
estimate was made from the time that the income tax was first
imposed until the time it was repealed.

1 believe, Mr. President, that the amount of income in this
country to-day is in greater proportion to the business that is
done to-day than the amount of the income during the sixties
was to the amount of business that was done at that time.

Mr. WILLIAMS. That tax was levied in 1862 and went into
operation in 1863, I think,

Mr. SMOOT. 8o, Mr, President, there is no question in my
mind but what the amount will be collected that is estimated
in the handbook furnished us by the committee. It is my opin-
ion that it will be a great deal more than that amount.

Mr. KENYON. Mr. President, I should like to ask the Sena-
tor from Kansas [Mr. Bristow] a question, to make the matter
clear before voting. I understand under the amendment pro-
posed by the Senator from Kansas incomes from $£20,000 to
$50,000 will bear a less tax than under the pending bill.

Mr. BRISTOW. Yes.

Mr. KENYON. What about those above that amount?

Mr BRISTOW. Above $60,000 they will bear a heavier tax.,

Mr. KENYON. From $40,000 to $60,000 is the rate practi-
cally the same as in the pending bill?

Mr. BRISTOW. It is slightly less.

Mr. KENYON. Is it substantially less for incomes from
$20,000 to $40,0007?

Mr. BRISTOW. TUnder the amendment it is $35 on less than
$10,000, and under the bill it is $70; on $20.000 it is $185, while
under the bill it is $170. It then gradually goes up until it
passes §60,000; then, when it gets up to $100,000, it is 25 per
cent more than in the pending bill.

Mr. ROOT. Mr. President, has the Senator from Kansas
noted the probable returns from ench class as he has figured it
out? He mentioned some I noticed a little while ago.

Mr. BRISTOW. I have undertaken to make a comparison
with the estimates made by the committee. My own judgment
is that those estimates are not of very great value, because I
think experience is the only thing that can inform us.

The committee estimates that on incomes less than $10,000
there will be collected approximately £6,000,000; on incomes
between $10,000 and $20,000 the committee estimates there will
be collected approximately $7,500,000. That is under the bill
as reported by the committee. On incomes from $20.000 to
$50,000 the committee estimates that there will be collected
$11,500,000, approximately; from $50,000 to $100,000 there will
be collected $11.560,000; from $100,000 to $250,000 there will be
collected $11,650,000; from $250,000 to $500.000 there will be
collected $6,743,000; from $750,000 to $1,000,000 there will be
Collected $9,190,000; on over $1,000,000 there will be collected
$5,826,000. Those are the commitiee estimates.

Now, I propose to increase the tax on the incomes that would
make up about $45,000,000 of the $70.000,000. I decrease the
tax on incomes that would make up $25,000,000 of the $70,000,000.
On the larger incomes, as I have stated, the increase is 25 per
cent over the pending bill and on the smaller incomes it is less
than the rate in the pending bill.

Mr. SUTHERLAND. The estimate made by the committee,
which has just been read by the Senator from Kansas, is that
there will only be $6,000,000 realized from the tax upon incomes
under $10,000, which would be considerably less than one-tenth
of the entire amount realized. To me that is a manifest
absurdity.

Outside of a few of the large cities of the country, such as
New York, Boston, Chicago, and Philadelphia, I venture to say
that there will be more than a fourth or a third of the amount
derived under the income-tax provision of the bill from incomes
under $10,000. In my own State, for example, I do not suppose

-there is a man in the whole State who receives year after year

an income of $50,000, certainly not more than one or two; in
fact, I doubt very much whether there are many who are
receiving an income of more than $30,000 a year.

The vast proportion of the people are receiving an income of
less than $10,000; so that in a State like Utah and the adjoin-
ing States of Wyoming, Idaho, Kansas, and Nebraska, great
agricultural States, I would imagine that anywhere from a half
to three-fourths of the revenue derived in those States would
result from the tax upon incomes of less than $10.000. To say,
taking the country at large, that less than 10 per cent of the
entire amount to be realized from the income tax will be
derived from incomes of less than $10.000 is absurd.

I think the amendment propesed by the Senator from Kansas
will produce less, rather than more, income, and, while I in-
tend to vote for it, I would much prefer that the Senator had
begun at 1 per cent on incomes under £10,000, and risen by
successive steps until he finally reached the amount of 53 per
cent, instead of 5§ ver cent, on the larger incomes.

Mr. SMOOT. Mr. President, my opinion is that it will
clearly raise more, for the reason that during the years 1862
to 1870 or 1871, when the income tax was in force, there were
very few Iindividuals, institutions, or corporations in this
country that had an income of $20,000 per annum, or even
$10,000 per annum, while to-day there are thousands of them.
It is that particular bracket of the income-tax provision which,
in my opinion, is going to increase greatly the revenue received,
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Mr. SUTHERLAXND. But this is not a tax on the income
of corporations; the tax is on the stockholders of corpora-
tions.

Mr. SMOOT. Yes: but the income of a corporation goes to
the stockholders, so, of course;” will amount to exactly the
same thing in the end. I am only calling attention to the
matter. The money made by these institutions goes to the
stockholders, and there is no doubt that in this country to-day
ihere are hundreds of thousands of well-to-do men, whereas in
1865, 1866, and during the years immediately following the Civil
War there were but few of them. I believe that the com-
mittee’s estimate on the first bracket is unreasonably low, and
I shall be greatly surprised if instead of $6,000,000 under that
bracket the amount collected will not be twenty or twenty-
five million dollars.

The PRESIDING OFFICER. The question is on agreeing to
the amendment offered by the Senator from Kansas,

Mr. BRISTOW, I should like the yeas and nays on the
amendment. 2

The yeas and nays were ordered, and the Secretary pro-
ceeded to call the roll.

Mr. BANKHEAD (when his name was called). I transfer
my pair with the junior Senator from West Virginia [Mr.
Gorr] to the senior Senator from Louisiana [Mr, THORNTON],
and will vote. I vote “nay.”

Mr. DILLINGHAM (when his name was called). I have a
pair upon this question with the Senator from Maryland [Mr.

Sairu)]. If he were vresent I should vote “yea.” In his
absence I withhold my vote.
Mr. GALLINGER (when his name was called). I transfer

my pair with the junior Senator from New York [Mr. O'Gog-
aMax] to the Senator from Maine [Mr. BurreicH] and vote
& S’Eﬂ.."

Mr, TOWNSEND (when the name of Mr. JoNES was called).
The senior Senator from Washington [Mr. JoNEs] has been
called from the Chamber on official business. If he were here,
I am instructed to say that he would vote * yea.”

Mr. KERN (when his name was called). I transfer my pair
with the Senator from Kentucky [Mr. Braprey] to the Senator
from Nebraska [Mr. Hircucock] and vote “ nay.” -

Mr. LEWIS (when his name was called). I am paired with
the Senator from North Dakota [Mr. GrRoNNA].

Mr. McCUMBER (when his name was called). I have a
general pair with the senior Senator from Nevada [Mr., NEW-
1axps]. I will transfer that pair to the senior Senator from
Washington [Mr. JoNEs] and vote “yea.”

AMlr. REED (when his name was called). T transfer my pair
with the Senator from Michigan [Mr. Syira] to the Senator
from Oklahoma [Mr. Gore] and vote *“ nay.”

Mr. THOMAS (when his name was called). I transfer my
pair with the Senator from Ohio [Mr. Burtox] to the junior
Senator from Oregon [Mr. LANE] and .vote *“nay.”

Mr. TILLMAN (when his name was called). I have a gen-
eral pair with the Senator from Wisconsin [Mr. STEPHENSON]
and therefore withhold my vote.

The roll call was concluded.

Mr, SUTHERLAND (after having voted in the affirmative).
I have a pair with the Senator from Arkansas [Mr. CLAREE].
I voted without reflection. Observing that pair, I withdraw my
vote.

Mr. STONE. I have a general pair with the Senator from
Wyoming [Mr. Cearx]. I transfer that pair on this vote to the
Senator from Oklahoma [Mr. Owex] and vote “nay.”

Mr. FLETCHER. I have a pair with the Senator from
Wyoming [Mr. WaARrrEN]. I transfer that pair to the junior
Senator from Nevada [Mr. Prrrman] and vote * nay.”
< Mr. CHILTON. I have a general pair with the Senator from

Maryland [Mr. JacksoN] and therefore withhold my vote. If
permitted to vote, I should vote * nay.”

The result was announced—yeas 29, nays 36, as follows:

YEAS—20,
Borah Fall Norris Smoot
Brady Gallinger Oliver Sterling
Brandegee l{en!gon Page Townsend
Bristow La Follette Penrose Weeks ~
Catron Lodd;rc Perking Works
Colt MeCumber Poindextér
Crawford McLean Root
Cummins Nelson Sherman
3 NAYB—36.
Ashurst Johnson Reed Smith, Ga.
Bacon Kern Robinson Smith, 8. C.
Bankhead Lea Saulsbury . SBtone
Bryan Martin, Va. Shafroth Swanson
Chamberlain Martine, N. J. Sheppard Thomas
Fletcher Myers Shields Thompson
Hollis Overman Shively Vardaman
Hughes Pomerene Simmons Wals
James Ransdell Smith, Ariz. Williams

NOT VOTING—30.

Bradley Dillingham Lane Smith, Mich.
Burleigh du Pont Lewis Stephenson
Burton Goft Lippiit Sutherland
Chilton Gore Newlands Thornton
Clapp Gronna O'Gorman Tillman
Clark, Wyo. Hiteheock Owen Warren
Clarke, Ark. Jackson Pittman

Culberson Jones Bmith, Md.

So Mr. Bristow's amendment was rejected.

Mr. McCUMBER. Mr. President, I offer the amendment
which I send to the desk.

The PRESIDING OFFICER. The amendment will be stated.

The SECRETARY. On page 165, line 6, after the word “ tax,” it
is proposed to strike out all the words down to the word “All,”
in line 3, page 166, and to insert in lien thereof the following:

Where such income amounts to $1,000 and less than $5,000 the rate
of taxation shall be one-tenth of 1 per cent ; where such income amounts
to $5,000 and less than $10,000 the rate of taxation shall be two-
tenths of 1 per cent; where such income amounts to $10,000 and less
than $20,000 the rate of taxation shall be three-tenths of 1 per cent;
where such income amounts to $20,000 and less than $30,000 the rate
of taxation shall be five-tenths of 1 per cent; where sguch income
amounts to $30,000 and less than £50,000 the rate of taxation shall be
geven and one-half tenths of 1 per cent; where such income amounts to
$50,000 and less than $100,000 the rate of taxation shall be 1 per cent;
where such income amounts to $100,000 and less than $500,000 the rate
of taxation shall be 2 per cent ; where such income amounts to $500,000
and less than $1,000,000 the rate of taxation shall be 33 OCR}“ cent ;
where such income amounts to $1,000,000 and less than $10, i
rate of taxation shall be 5 per cent: where such income amounts to
$10,000,000 and over the rate of taxation shall be T4 per cent;: except
as hereinafter provided. And a like tax shall be assessed, levied, col-
lected, and paid annually upon the entire net income from all property
owned and of every business, trade, or profession carried on in the
United States by persons residing elsewhere,

Mr. McCUMBER. Mr. President, it is quite evident that no
two Senators will agree upon the number of steps in the sliding
scale in this bill, and it is equally true that no two of them will
agree upon the ratio of rate for each particular step.

I have an abiding conviction, based upon my idea of the
rights and obligations of citizenship, which is entirely out of har-
mony with the provisions of the bill. I regard it as at least a
specles of tyranny when any one person or number of persons
bave authority to impose a tax upon others in the payment
of which tax they are to take no part. I believe every American
citizen, according to his means, should pay his proper propor-
tion of the taxes necessary to run the Government.

I appreciate the fact that if we made the steps too low the
cost of collection in some instances would be considerably
greater than the amount we would receive from the tax. There-
fore I recognize the necessity of several steps in an ascending
scale. But if I have an income of $2,900 a year and the Sena-
tor at my right has an income of $20,000 a year, I can hardly
see that I have an inherent right to vote a certain rate of tax
upon him while I will not be called upon for one ecent. I think
I ought to pay my proportion of it according to my abllity.

Therefore in formulating this amendment I have taken a much
Iower sum for the beginning, namely, $1,000, the same amount
of income that is adopted as the first rung in the ladder in the
legislation of the State of Wisconsin.

1 seek by this amendment to accomplish another thing. which
I think very proper to be done. In the first instance, I make
the rates very much lower upon the small incomes and very
much higher upon what we might call the excessively great in-
comes. I obtained my table from a source entirely independent
of the report of the commiftee. The fable which I purpose to
introduce as a part of my remarks I obtained from the depart-
ment.

Let me make a statement to show just what the result of this
amendment would be.

There are abount 5,000,000 persons in the United States who
have incomes of from $1,000 to $5,000 per annum. I make the
rate of taxation for those persons only 1 mill, which would
produce $15,000,000.

There are 200.C00 persons in the United States who have
annual incomes of from $5,000 to $10,000. I make the rate of
taxation upon those incomes in this amendment only 2 mills,
which would bring a revenue of about $3,000,000.

There are 100,000 persons who have incomes of from $10,000
to $20,000. I make the rate in that case 3 mills, which would
give us a revenue of $4,500,000.

There are about 75,000 persong who have incomes ranging
from $20,000 to $30,000. I make the rate 5 mills on that class
of incomes, which would realize $,375,000,

There are abouf 21,000 persons who have incomes of from
$30,000 to $50,000. I make the rate 74 mills upon those incomes,
whieh would realize $6,320,000. :

There are about 10,000 persons who have incomes of from
$£50,000 to $100,000. I make the rate 1 per cent upon those
incomes, which would produce $7,500,000.
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There are about 2,000 persons who have incomes of from
$100,000 to £500.000. With a rate of 2 per cent we would real-
jze upon these incomes revenue amounting to $12,000,000,

There are about 500 persons in the United States who have
incomes ranging from $500,000 to $1,000,000. With-a 3% per
cent rafte upoa those incomes we would realize $13,125,000.

There are about 100 persons in the United States who have
jncomes ranging from $1,000,000 to $10,000,000 a year. With a
5 per cent tax upon those incomes we would realize $2,500,000.

Finally, there are about 20 persons in the United States who
have incomes of $£10,000.000 and over. With a 74 per cent tax
on those incomes we would realize §1.500,000.

This would give us, in the aggregate, $74,820,000. It would
realize something more than would be realized under the bill
as it is proposed, and the burden would be very much lighter,
indeed, upon those with the smaller incomes and very much
heavier upon those with the very large incomes.

Mr. WILLIAMS. Mr. President—

The PRESIDING OFFICER. Does the Senator from North
Dakota yield to the Senator from Mississippi? :

Mr. McCUMBER. I do.

Mr. WILLIAMS. The Senator has said that his amend-
ment would produce a revenue of $74,000,000, which he states
would be larger than the revenue which it is estimated the
provision of the bill will produce. He is mistaken as to that
He is making an estimate per annum, and he is comparing it
with an estimate for 10 months in the case of the provision of
the bill.

Mr. McCUMBER. It is estimated that this amendment
would produce about $75,000,000; so upen a 10 months’ basis it
would produce about the amount which would be produced by
the bill.

I realize the fact that no amendment to the bill can possibly
be adopted, and I do not want to take up the time of the
Senate in a call of the roll upon my amendment; but I will
subimnit it, and will ask that the table which I send to the desk
may be made part of my remarks.

The PRESIDING OFFICER. In the absence of objection, it
will be so ordered.

The matter referred to is as follows:

Number

Amount of income. of taxable

Total. . ...ovunananas

Mr. BORAH. Mr. President, I understand that the Senator

who offers the amendment does not propose to have a roll call

/ upon it; therefore I wish to say just a word on the subject. -
b/‘) As I understand the amendment, it reduces the exemption in
the bill from $3,000 down to $1,000. I desire to go on record

' as being opposed to the amendment. As I have discussed the
matter heretofore, I shall not state at length why I am opposed

to it. Suffice it to say that in this country, in my opinion, a man

who has an inceme of no more than $1,000 has paid his pro-
gorg:égn of taxes until you reach a sum considerably above

1, A

I know that we contend upon this side of the Chamber that
a protective tariff doessmot visit the consumer with the tax.
That is not always or wholly true, In addition to that, how-
ever, we have our internal taxes or excise taxes; in addition
to that the tax which is now levied upon corporations, and
which is largely passed over to the consumer; and in addition
to that taxes are covered by rents and prices and passed over
to the consumer. :

Suppose a man with a family of three or four children, upon
whom devolves the obligation of educating and clothing them,
finds at the end of the year that he has $1,000 out of which to
gend two or three of his girls or two or three of his boys to
college. - In what position is he to meet the sifuation—to train
them for citizenship and to prepare them for the duties of life?
So far as I am concerned, after men of that elass have paid the
tax which they must pay in this country by our indireect
method, I am in favor .of relieving them from any further pay-

ment until they can fully discharge their duties to their fami-
lies and meet the obligations of citizenship.

I might extend these remarks, but I wish to go on record
against the amendment. There is an inevitable and uncon-
querable disposition in our taxing system to hunt the low man,
and it always gets him at last.

Mr. McCUMBER. I think it is worth the one dollar that a
man with a net income of a thousand dollars would have to pay,
to become and remain in every respect a full citizen of the
United States, shouldering his responsibilities with his duties.
I think the man who has an income of §5,000 a year can well
afford to pay $5 of that and become a part of the taxable
resources of the country. I do not think it is going to injure
him in any way. But I do believe there ought mot to be one
class of citizens that is taxed and another class that is free
from taxation.

Mr. BORAH. Mr. President, there is not one class of citizens
whom we tax and another class whomn we relieve from taxation,
So long as we have the mixed system of taxation which we
have in this country that can not possibly be true. There is no
man in this country outside of an insane asylum or a poor-
house or prison who does not pay taxes. I do not eare what
his voeation may be or how humble he may be, he pays a tax,
and in a large number of instances he pays 10, 15, or 20 per
cent of his income as a tax. So long as we have the mixed
system of indirect taxation and the direct tax, the excise tax,
there is no possibility of any man escaping the responsibility of
taxation in this country. Especially is there no possibility of
the man of limited means escaping. Not only does he pay taxes
on consumption, but if he has a little property it is all in sight
and never escapes.

Mr. McCUMBER. There is not any question about one thing,
that he has a volce In fixing a tax which he pays no part of,
and I do not think that that is in conformity with our general
ideas of the rights and obligations of citizenship.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from North Dakota [Mr. Mo-
CuMBER].

The amendment was rejected.

5 Mr. E{OINDEXTER. I offer an amendment which I ask may
e rea

The PRESIDING OFFICER. The amendment will be read.

The SECRETARY. On page 1606, line 3, after “ $100,000,” insert:
“and 10 per cent per annum upon the amount by which the
total net income exceeds $500,000 and does not exceed $1,000,000,
and 20 per cent per annum upon the amount by which the total
net income exceeds $1,000,000.”

Mr. POINDEXTER. Mr. President, it seems to me that the
principal vice of the bill, as far as this phase which we are now
discussing is concerned, is that the prineiple of gradnation upon
which the income tax is based stops before it reaches the exces-
sive fortunes. In other words, an income of $500,000 or of
$1,000,000 would be required to pay the same income tax as that
of $100,000.

The objection which I have to the amendment just introduced
by the Senator from North Dakota [Mr. McCuamser], and which
caused me to vote against it, was not only that which was
stated by the Senator from Idaho [Mr. Boran], that it reduced
the exemption to a lower amount than In my judgment it should
be reduced to, but also because it lowered the rate of taxation
upon incomes—which the Senator from North Dakota seemed
to refer to as small incomes, but which I regard as large ones—
ranging from $100,000 to $500,000 a year.

Mr. President, the incomes in this country over $3500,000 per
annum and over $1,000,000 per annum are not the result of the
accumulations of steady industry on the part of their possessors.
In almost every case the incomes are upon fortunes which have
been acquired by special privilege of one kind or another. Of
these special privileges one of the most far-reaching, in my judg-
ment, in bringing about such accumulations has been a discrimi«
nation and special favor in transportation rates, by which the
publie utility of transportation has been used to benefit certain
industries and certain individuals in preference to the general
publie, with the result that in many instances private monopo-
lies have resulted.

I will mention one other special privilege—it might be called
such—which has been one of the most potent eauses in making
possible the excessive incomes I refer to. In passing I will say,
that I have not so much objection myself to the existence in this
country of such incomes as to the manner in which they have
been acquired. I do think, however, that a just system of taxa-
tion should proceed with. its graduation seale to a point where
there is a difference made between an income ranging around
$100,000 and one ranging around $1,000,000 a year,
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-' As' T started to say, another one of the opportunities which
have enabled their possessors to obtain such incomes has been
the “acquirement, through special favors, of the natural re-
sources of the country—gifts of lands; sometimes the acquire-
wrent of vast areas of public land or of valuable elements in
the publie land by illegitimate means; sometimes by what might
Ire justly denominated as fraudulent means; sometimes through
o careless policy of legislation in former years, when resources
were more abundant in comparison to the demands upon them.
Some of these incomes were acquired in a perfectly legitimate
way, but without effort and without labor by the owners' good
fortune in coming info the possession of great mines of precious
metals. SR | ) LR

It seems to me that a fortune acquired in such a way, not
only on account of its size but on account of the easy and some-
times the illegitimate manner in which it has been acquired, can
very justly be called upon to pay a much larger proportion of
the burdens of government than other fortunes,

" ‘Mr. President, the objection which was made by the Senator
from DMississippi [Mr. “Witriams] to all ‘these propositions
to increase the tax on the largest incomes I do not think offers
any obstacle to the adoption of this or similar amendments.
His objection is that no caleulation has been made as to the
amount of revenue which would be received, and that we ought
not to levy this tax until we know the amount of revenue and
whether or not we need the revenue. _

. It is impossible, in the first place, Mr. President, to know
from the information which we have—and I doubt whether it
could be obtained—the amount of revenue which wounld be re-
ceived by the Government from an increaged income tax upon
the excess of incomes over $1,000,000. I do not think it is
material. Whatever amount of revenue may be derived from
that source will be based upon a just principle of taxation—
and it is always within the power of the Government to remit
from its revenues by legislation, which can be enacted at any
time, if we are receiving a surplus, revenues which are paid
upon the necessities of life, revenues which are a burden upon
people who have a harder struggle for existence than those
who are receiving an income of $1,000,000.

° We could remit some of those taxes—which are nothing at all

- but taxes, especially according to the theory of the Senator
from Mississippi, but which are ecalled revenue duties—upon
the necessities of life. There is always an opportunity to do
that. As some one has already said this morning, we can not
know to what extent we ought to do it to offset the effect of
these amendments until the amendments have been put into
operation and we have learned by experience.

This amendment ought to be adopted, because there is no
danger that the Government will be injured by any revenue,
whatever it may . e, that will be received from it, and because
whatever revenue is received is received upon a just principle
of taxation aud from property which can most easily afford to
pay it, and which, upon the other hand, requires and receives
more of the care and the expense of government than other
portions of the national wealth.

The PRESIDING OFFICER. The question is on agreeing to
the amendment proposed by the Senator from Washington [Mr.
POINDEXTER].

‘ -Mr. CRAWFORD. I ask for a reading of the amendment.
- “The PRESIDING OFFICER. The amendment v-ill be again
read.

"The SecrETARY. On page 166, line 3, after “ $100,000,” insert
the following:

And 10 per cent ger annum upon the amount hly which the total net
income exceeds $500,000, and does not exceed $1,000,000, and 20 per
cent per anoum upon the amount by which the total net income exceeds
$1,000,000.

““Mr. POINDEXTER. Mr. President, I make the point of no
quorumn.

The PRESIDING OFFICER. The Secretary will eall the roll.
' The Secretary called the roll, and the following Senators
answered to their names:

Ashurst Hughes Page Smith, Ga.
Baeon James Penrose Bmith, 8. C.
Bankhead® Johnson Perking Smoot
Brady . . . Kenyon Poindexter Sterling
Brandegee Kern Pomerene Stone
Bryan La Follette Ransdell Sutherland
Catron Lea Reed Swanson
Chamberlain Lewis Robinson Thomas .
Chllton- - I:CFE Saulsbury Thompson
Clarke, Ark, McCumber Bhafroth Townsend
Crawford Martin, Va, Sheppard Vardaman
Fletcher . Martine, N. J. Sherman Walsh
Gallinger Myers Shields Weeks
Gore Nel=on Shively . Willlams
Hitehcock Norris Simmons

Hollls Oliver Smith, Ariz,

- Mr. TOWNSEND. The senior Senator from Washington
E:Isg. Joxes] has been called from the Senate on official busi-
ness, .

© The PRESIDING OFFICER. = Sixty-two Senators have an-
swered to their names. A quorum is present.

Mr. POINDEXTER. I ask for the yeas and nays on agree-
ing to the amendment,

The yeas and nays were ordered, and the Secretary proceeded
to call the roll.

Mr. CHILTON (when his name was called). I make the
amtne announcement as to my pair that I made on the former
vote.

Mr. GALLINGER (when his name was called). I transfer
my pair with the junior Senator from New York [Mr., O'Gogr-
MAN] to the junior Senator from Maine [Mr. BurrEicr] and
vote * nay."”

@Ir. KERN (when his name was called). On account of my
pair with the Senator from Kentucky [Mr. Braprey] I with-
hold my vote. !

Mr. LEA (when his name was called). I am paired with the
senior Senator from Rhode Island [Mr. Tareirr]. If I were at
liberty to vote, I would vote “nay.”

Mr. LEWIS (when his name was called). I again announce
my pair with the senior Senator from North Dakota [Mr.
McCUMBER].

Mr. REED (when his name was ealled). I wish to announce
my - pair with the Senator from Michigan [Mr. Santr]. I
therefore withhold my vote.

Mr. SAULSBURY (when his name was called). T have a
general pair with the junior Senator from Rhode Island [Mr.
Corr]. I therefore withhold my vote. If I were at liberty to
vote, I would vote “ nay.”

;Ir. THOMAS (when his name was called). I transfer my
pair with the senior Senator from Ohio [Mr. BurtoN] to the
junior Senator from Oregon [Mr. LaxEe] and vote “nay.”

Mr. TILLMAN (when his name was called). I again an-
nounce my pair with the Senator from Wisconsin [Mr. STEPHEN-
80N], and withhold my vote.

The roll eall was concluded.
~ Mr. CHAMBERLAIN (after having voted in the negative),
I have a pair with the junior Senator from Pennsylvania [Mr,
OrLiverl. In his absence I withdraw my vote.

Mr. BANKHEAD. I transfer my pair with the Senator from
West Virginia [Mr. Gorr] to the Senator from Louisiana [Mr.
TaHORNTON] and vote “nay.” I desire the announcement of
this transfer to stand for all votes to-day.

Mr. BACON (after baving voted in the negative). I inquire
w];e::ihaer the senior Senator from Minnesota [My., Nersox] has
voted ?

The PRESIDING OFFICER. He has not.

Mr. BACON. Then I withdraw my vote, as T have a general
pair with that Senator.

Mr. SAULSBURY. I transfer my pair with the junior Seng-
tor from Rhode Island [Mr. CoLt] to the Senator from Okla-
homa [Mr. OwWeN].and vote. I vote * nay.”.

Mr. FLETCHER. I transfer my pair with the senior Sena-
tor from Wyoming [Mr. WARREN] to the junior Senator from
Nevada [Mr. Prrraax] and vote “nay.”

“Mr. CLARKE of Arkansas (after having voted in the nega-
tive). I observe that the junior Senator from Utah [Mr. SurH-
ERLAND] has not voted. 1 therefore withdraw my vote.

The result was announced—yeas 12, nays 41, as follows:

YEAS—12,
Borah Clapp Kenyon Perkins
Brady Crawford La Follette Polndexter
Bristow Cummins Norris Sterling
) NAYS—41,
Ashurst Hughes Ransdell Stone
Bankhead James Robinson Swanson
Brandegee ‘Johnson Saulsbusy Thomas
Bryan oL, Shafroth. Thompson
Catron Martin, Va. Sheppard Townsend
Clark, Wyo. Martine, N. J, Shields Vardaman
Fletcher Myers Shively Walsh
Gallinger Overman Simmons Williams
Gore age Smith, Ariz.
Hiteheock Penrose th,
Hollls Pomerene Smith, 8, C
NOT VOTING—42
Bacon Fall MeLean Smith. Mich,
Bradley I d Nelson . Bmoot
Burleigh Gronna Newlands Stephenson
Burton Jackson O'Gorman 8 rland
Chamberlain Jones Oliver ton
Chilton Eern Wen Tillman .
Clarke, Ark. Lane Pittman Warren
Colt Lea Weeks
Culberson Lewis 00t Works
Dillingham Ldppitt herman
du Pont M mber Smith, Md.
So Mr. PoINDEXTER's amendment was rejected. .
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Mr. BRANDEGEE. Mr. President, I have made no remarks
‘upen these various amendments to change the provisions of the
income tax as found in the bill. I desire to state very briefly
the reason why I have voted against most of the amendments,
and I shall probably continue to do so. This is a bill entitled
“An act to reduce tariff duties and to provide revenue for the
Government.” These amendments have had no such proper
consideration, in my opinion, as would justify me in voting for
any ‘one of them, It may bé that one or another of them
would provide a more equitable or more satisfactory system of
taxing the incomes of both corporations and individuals, but I
do not think in the passage of a tariff bill we should attempt to
utilize it as a vehicle to float through any propositions to tax
corporations out of existence or to penalize the rich or to reduce
swollen fortunes or to accomplish any other collateral purpose,
no matter how desirable.

I am perfectly satisfied that if it shall be the settled con-
viction of the majority of the people of the couniry that the
tax as provided by the committee should be changed, there is
sufficient time in the future to overhaul entirely the proposed
income tax in the light of the way the present provisions may
operate and with much better satisfaction both to us and to the
country.

The amendment just offered, which proposed to tax incomes
over i million dollars 20 per cent, I could not possibly vote for.
I have heard of collecting tithes, but I bhave never heard of
collecting fifths of the incomes of people. Without going into
or criticizing the details of the various amendments I simply
think it is better to try the plan as proposed by the committee
in its general features, and then having established the principle
of an income tax, go about amending it as the necessity of the
oceasion in the future may warrant.

Mr. CRAWFORD. Mr. President, yesterday evening before
the Senate adjourned I offered an amendment the purpose of
which was to distinguish between what in England are called
earned incomes and unearned incomes. That amendment was
not acted upon. I am not going to press it at this time, but in
connection with it I want to call attention to the report made
in the English Parliament in 1907 after a very thorough investi-
gation of the whole subject.

England has had an income tax, as I understand it, for
three-quarters of a century, and from time to time, as the sys-
tem has been evolved, they have improved it, enlarged it, and
extended it. Within the last two or three years, under the
ministry in which Lloyd George has been so active, they have
thoroughly overhauled it and extended its provisions in many
ways. In this report in 1907, which was an exhaustive one,
after a thorough investigation, they find that this distinction
should be made:

Differentiation between earned and unearned income.

They find that it is practicable to observe that differentiation
in the.income-tax system. I want to put into the REcorp what
Mr. Asquith said in commenting upon it, becanse it is so well
said and is so brief and simple, and it relates to a matter of
the utmost importance here. In discussing it he gives this
example. He says:

Comparing two individuals, one “ who derives, we will say, £1,000
a year from a perfectly safe investment in the funds perhaps accumu-
lated and left fg him by his father, and, on the other hand, a man
making the same nominal sum by personal labor in the pursuit of some
arduous and perhaps precarious profession, or some form of business,”
to say that those two péople are, from the point of view of the state,
1o be taxed in the same way is, to my mind, flying in the face of justice
and common sense.”

I believe that that simple statement finds a responge in the
judgment of every man. Why not in this bill and in establish-
ing this system here start right upon that question? Here is
the question of making property, capital, and investment con-
tribute ifs share of taxes; on the other hand, here is the gues-
tion of how far shall we go in putting a tax upon energy,
industry, and service given to society by men who are engaged
in praeticing professions or in following other useful vocations
in life. We are putting them all together, and making one levy,
one rate, upon them all; in other words, we are putting a tax
upon personal service rendered to the home, the family, and
the community and which earns an annual income. The income
may be precarious and vary from one year to another and end
when the life of the person ends who is earning it. We are
putting that class of incomes in the same class with rents from
great structures, inherited, perhaps, by some child of fortune,
that are a lifeless species of property. England differentiates
between these classes of income. Why should not we?

Mr. GALLINGER. Mr. President

The PRESIDING OFFICER (Mr. Lea in the chair). Does
the Senator from South Dakota yield to the Senator from New
Hampshire?

I—241

Mr. CRAWFORD. I do.

Mr. GALLINGER. This is an interesting phase of the dis-
cussion, Mr. President, and I desire to ask the Senator from
South Dakota how it would work. Supposing a man were in
receipt of $3,000. from investments which his father had made
possible and he likewise was in receipt of £3,000 from the prac-
tice of his profession, would there be a differentiation in that?

Mr. CRAWFORD. O, certainly. The distinction is made
between the earnings from a man’s professional services and the
earnings from his investments. They have all that worked out
in England.

Mr. GALLINGER. Would he be exempt on the $3,000 which
he earns from professional services under those circumstances?

Mr, CRAWFORD. I am not saying that. I think the faunlt
in the amendment which I offered yesterday was that it went
too far in making exemptions. In England they are not ex-
empt above a certain rate, but they diseriminate in their favor.
So, if the Senator will permit me, I shall offer a resolution
which I ask to have read and ask to have it considered in con-
nection with my amendment, which I admit is faulty in that
respect. I should like to have the Senate consider both the
amendment and the resolution together and take such action as
it may think best.

The PRESIDING OFFICER. The Secretary will read the
resolution proposed by the Senatfor from South Dakota.

The resolution (8. Res. 177) was read, as follows:

Resolved, That the Committee on Finance be directed to investi-
gate and ascertain ihe difference in character between Income imma-
diately and directly derived by an individual from the carrylng on o
exercise by him of his profession, trade, and vocation, and Income
derived from property or investment of capital, and to report an
amendment which Wi]l make a Jjust discrimination in the rate of
levy in favor of incomes immediately and directly derived from the
exercise of a profession, trade, or calling, as compared with income
derived from properly and capital investment.

Mr, CRAWFORD. Mr. President, of course I am not dog-
matiec enough to undertake here to say what this difference
should be and what this rate should be; but I am offering
this resolution so that it may come before the Senate for the
purpose of having this question, which I think has fundamental
justice at the bottom of it, receive the consideration that I
think it should receive here and have the investigation to
which I think it is entitled. Therefore I submit the resolution.

The PRESIDING OFFICER. The resolution will be printed
and lie on the table.

Mr. WILLIAMS. Mr. President, do I understand that the
resolution is to lie on the table?

The PRESIDING OFFICER. The Chair understood that
that was the request of the Senator from South Dakota.

Mr. CRAWFORD. No; I did not ask to have the resolution
lie on the table; I asked to have it take the usual course. I
presume, if objection is made to it, it will have to be printed
and go over. .

The PRESIDING OFFICER. Does the Senator from South
Dakota make a request for unanimous consent for the present
consideration of the resolution?

Mr. CRAWFORD. Yes; I ask unanimous consent for the
present consideration of the resolution.

The PRESIDING OFFICER. The Senator from South
Dakota asks unanimous consent for the present consideration
of the resolution which has just been read. Is there objection?

Mr. WILLIAMS. Yes; I object, Mr. President.

The PRESIDING OFFICER. The Senator from Mississippi
objects, and the resolution will be printed and go over.

Mr. WILLIAMS. Mr. President, I want to say a few words
in this connection, so as to explain why I have objected. In the
first place, I do not see any necessity of any investigation to
determine an abstract question, which every man can determine
for himself, as to whether this distinetion ought or ought not to
be made. So far as I am personally concerned, I am opposed
to it. Of course, it would be a very nice thing for the Members
of the two Houses of Congress to make that distinction, as
about nine-tenths of them are lawyers and get their incomes
from their profession, but I do not see why a man who is in a
profession should have his income exempt any more than a man
who is carrying on a farm or a factory.

The other day some one said something about some surgeons
who made an immense amount of money each year by their
great skill and genius, who lived like princes and saved nothing.

Mr. CRAWFORD. Mr. President, will the Senator permit me
to interrupt him?

The PRESIDING OFFICER. Does the Senator from Missis-
sippi yield to the Senator from South Dakota?

Mr. WILLIAMS. Yes,

Mr. CORAWFORD. The Senator is assuming that the amend-
ment makes a difference between profezsional men and men fol-
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lowing a trade or men cultivating farms. It makes none what-
ever. It includes professions, trades, and vocations—all three.

Mr. WILLIAMS. Then, whom would you leave to be taxed?

Mr. CRAWFORD. Property, capital, investments; and not
human exertion and human energy and human service. I do not
gay they should be exempt. I have said that my amendment
went too far in that respect, and I say that there should be a
differentiation in favor of energy and service of the man who is
doing something and where the earning depends entirely upon
his personal exertions—that there should be a differentiation in
favor of that source of income as against the income derived
from capital and property.

Mr. WILLIAMS. The Senator the other day referred, as an
illustration, to some brilliant surgeon or some one who made an
immense income every year, but lived like a prince and had
nothing left. There might be another surgeon who made the
same amount of income who would have better sense and
instead of living like a prince might invest some of the income
in land or in city property or in bonds or in stocks. So the
effect of it would be to tax a man who was thrifty, industrious,
fruogal, and saving and exempt the fellow who spent all his
income and never invested anything. I do not see for the life
of me why any man who earns $50,000 a year or $20,000 or
$10,000 as a great surgeon or as a great lawyer should not thank
God for the possession of that much and be willing to contribute
of that a small amount for the support of .the Government.
You are taxing men in proportion to their ability to pay, not in
proportion to their ability to save or o invest.

Mr. CRAWFORD. Mr, President, that is simply wiping out
the discrimination—and it is one of the subjects of actual,
active, growing interest in this country—between the burden
that should be imposed upon property, upon capital, and that
which should be imposed upon the character of service that is
so closely linked with humanity that you can not separate it.
You can not judge a thing by stating an extreme: case. Affer
three-fourths of a century and at a time when the most popular
ministry that was ever in control of the Government of Eng-
1and, the one which has reached out and reached into the hearts
of the masses to a greater extent than ever before, led by Lloyd
George, makes this discrimination; the Senator from Missis-
sippl thinks it is wrong in principle. I believe it is right.

Mr. WILLIAMS. Money is as much property as is anything
else, and when a man earns $20,000 in money during a year he
has got that much property.

Mr., BRANDEGEE. Mr. President, I realize that, as the
Senator from South Dakota [Mr. Crawrorp] has stated, the
amendment which the Senator submitted yesterday is not
strietly the pending amendment, I assume, for action at the
present time.

Mr. CRAWFORD. No. My statement was that I had offered
a resolution. 1 do not know whether the Senator was here at
the time, but the resolution has been read and laid over.

Mr. BRANDEGEE. 1 was here.

Mr. CRAWFORD., The two are simply related to this sub-
jeet, and so I thought it would not be improper for the Senate
to say whether they should not direct the Committee on Finance
to consider the guestions there suggested and report to the Sen-
ate whether such a discrimination in favor of vocational income
as against property income should not be observed in this bill.

1 realize that the amendment which I hastily drew yester-
day, where the exemption was made broader than it ought to be,
is imperfect; I was conscious of the fact that it was imperfect
at the time, but it was introduced to get the subject before the
Senate. Now, as it is made a little more appropriate for gen-
eral consideration by the resolution which I have introduced,
I prefer to have the two considered together.

Mr. BRANDEGEE. I do mot at all, as I think, misunder-
stand the situation. I understand it exactly as the Senator
from Sonth Dakota has stated it. In conversation with the
Senator yesterday afternoon I stated®that I thought the amend-
ment was not as carefully drawn as the Senator himself would
like to have it, and he said that it was hastily prepared and
gimply designed to bring the general subject matter to the at-
tention of the Senate, which has been accomplished.

Now, I will read the amendment in order that there may be
in the Recorp, in connection with the remarks upon this subject,
the text of the matter'we are discussing. The Senator's amend-
ment reads: 3

Provided lfurthrr. That in computing net income under subdivision 1
of paragraph A of this section there shnll also Le deduncted the amount,
if nng‘ which is claimed aond proved b{] any individual to have been
immedintely and directly derived from the personal exercise by him of
a profession, trade, or vocalion.

I think there is a good deal to be £aid in favor of the conten-
tion of the Senntor—which is also sustained by the works of
British origin upon the subjéct to which he has referred—that

a great income or any income derived entirely from the efforts
of those who have gone before—which cost the present bene-
ficiary no effort or labor of any kind—should bear a larger pro-
portion of the burden of taxation than the income derived from
the personal effort of the beneficiary in possession of the income.

The amendment of the Senator, of course, as I think he
will recognize, and as I am firmly convinced, would, if passad
as drawn, exempt absolutely all income derived from the effort
of anybody. I mean to put it just that broad, because the amend-
ment provides that there shall be deducted from the amount
anything which is proved by the individual “to have been im-
mediately and directly derived from the personal exercise by
him of a profession, trade, or vocation.”

Mr. WILLIAMS. Mr. President, will the Senator pardon a
question ?

The PRESIDING OFFICER. Does the Senator from Con-
nectieut yield to the Senator from Mississippi?

Mr. BRANDEGEE. Certainly.

Mr. WILLTAMS. A thought occurs to me which makes me
ask the question. Take my salary as a Senator, or the salary
of the Senator from Connecticut. Would or would not that fall
within this description? Would that be derived from a pro-
fession, or trade, or vocation, or would it be connected with
what the Senator calls “dead property,” or where would it
come in?

Mr. BRANDEGEE. I think there is a twilight zone about
such a guestion. It would depend, perhaps, upon whether the
Senator would consider himself to be a professional politician
or a statesman; I do not know.

Mr. WILLIAMS. Really, I consider myself a statesman;
but that is an income derived in the manner described. in
the amendment of the Senator from South Dakota, and it
would be exempt under that very amendment.

h.fr. CRAWFORD. Mr. President, will the Senator permit
me?

Mr. BRANDEGEE. Certainly.

Mr. CRAWFORD. That language is identically the same as
the language in the income-tax law of Great Britain, except
that, based upon it, they levy a lower rate on such incomes in-
stead of exempting them. The amendment which I drew, in-
stead of differentiating in favor of a lower rate, I admit went
too far in exempting them; but the language “claimed and
proved by any individual to have been immediately and directly
derived from the personal exercige by him of a profession, trade,
or vocation” is literally copied from the clause in the English
statute as it appears in Prof. Seligman's book.

Mr. WILLIAMS. That does not help it, so far as this gues-
tion is concerned.

Mr. CRAWFORD. It helps it in this way, that it is being
successfully operated in England, and Prof. Seligman says in
his conclusion that after years of evolution the British system
is the mest perfect income-tax system in the world, and that
while in Gladstone's time, a generation ago, it created hostility
and bitterness, now it is accepted everywhere and will remain
for all time.

Mr. WILLITAMS. Whether it is the English law and whether
or not the English law is a good law is not relevant to this
question. The question is whether we want to stert a system
of taxation in this country that will exempt the incomes of
lawyers, doctors, peliticians, and others—all incomes that come
direetly from personal services, whether for the Government or
for somebody else.

Mr. CRAWFORD. I should like to ask the Senator if he
serionsly asserts that politicians have an income?

Mr. WILLIAMS. Well, after they get through with the year
they have not muczh left. [Laughter.]

Mr. BRANDEGEE. No net income. L

Mr. WILLIAMS. But they have at least had a salary and
an opportunity to have an income.

Mr, BRANDEGEE. Mr. President, as usual, I seem to have
managed by skillful interference to have projected myself in
between two fires or between the upper and the nether millstones
and to occupy the floor simply in the eapacity of a yielder.

I do not disagree with the SBenator from South Dakota at all,
and, if I had been allowed to continue consecutively, I would
have stated long since, I think, everything that he has stated.
I understand perfectly well that the language which he uses in
his amendment exempts incomes made by the exertion of per-
sonal effort, whereas the eguivalent law in Great Dritain
simply imposes a lower rate of tax upon them.

I started to say that I had, so to speak, considerable offhand
sympathy, without having had a chance to give it any mature
cons!deration, with the idea that the two incomes were 80 es-
sentianlly different in character, especinily in consideration of
the sympathy we have with people wlhp have to strive and

]
i) L]

3

L—_——_FA‘—‘__\%




¥

1913.

CONGRESSIONAL RECORD—SENATE.

3839

work in order to live, as differentiated from those who, so to
speak, are born with a gold spoon in their mouths and are
simply living on the efforts of their ancestors—that I have con-
siderable sympathy with the idea that there ought to be a
difference at least in the rate of taxation. I am simply ecalling
attention to the fact that the amendment of the Senator from
South Dakota will exempt entirely from taxation every in-
come derived from personal effort, because the expression
“ profession, trade, or vocation” includes every possible line of
human effort. The amendment would exempt everything that
was made by a stock gambler or a gambler in the wheat pit.
It wonld exempt——

Mr. WILLIAMS, If the Senator will pardon me, there would
be one thing, and one alone, that would not be exempt under
it, and that would be an inheritance or a Jegacy. The idea of
taxing inheritances and legacies has much soundness in it, as
distingnished from income which one acquires by his own
labor; but that is to be reached by an inheritance and legacy
tax and is reached in nearly all countries in that way. That
would be about all that would be exempt under that amend-
ment, and inheritances and legacies are already quite generally
taxed. 2

Mr. BRANDEGEE. Mr. President, what I said was that the
amendment exempts absolutely everything that a man makes for
himself. Of course, it would not exempt a legacy which some-
body else made for him and gave to him. If a man’s occupa-
tion or vocation—for vocation means nothing but a calling—if
his calling or occupation were that of a financier it would ex-
empt everything he made by underwriting and by financial op-
erations in the course of a year that would be the product of
his effort. Nothing can be imagined that a man ean busy him-
self about with a view of profit which the amendment as
drawn would not utterly exempt. I know it is the intention of
the Senator from South Dakota not to seek to do that, but
simply to impose a different rate of taxation.

In addition to what I have already said, it occurs to me that
it is not, and probably would not be, the perfectly simple ques-
tion that at first blush it way appear fo be, to wit, to arrive at
a proper differentiation of the various merits of the different
kinds%ef professions, trades, and vocations, in order to ascertain
at what rate they should be taxed. The country doctor works
hard and makes very little compared with his efforts, and the
efforts of the clergyman are more or less of a philanthropic
character and he generally gets low pay. Many people would
want to tax them at a lower rate than they would tax the in-
come of the great corporation lawyer or of the financier.

So that even the products of the individual efforts of various
men among themselves might, in the opinion of a legislative
committee and of Congress, require various shadings of taxa-
tion. Whether there could be an agreement ultimately about
a matter of that intricate character I do not know; but I am
quite willing, although I do not suppose the committee would
care to enter upon the investigation now—I am quite willing
at the proper time to vote for the resolution requesting the
committee to consider the question, and I will do so without
any intention of being offensive to the committee or of asking
them to consider anything out of their jurisdiction or that
ought not to be considered at this time. I assume, however,
that the committee would not have either the time or the in-
clination, perhaps, to take it up now, but simply to show the
interest that I take in the subject and as an evidence of some
degree of faith atsleast in the idea of trying to see if anything
possibly could be evolved out of it, I should be happy to vote
for the resolution introduced by the Senator from South
Dakota.

Mr. LODGE. Mr. President, the income tax as a mode of
taxation is well recognized by all economists as open to two
very serious objections. Ome is the failure to differentiate be-
tween unearned and earned incomes. The other is the ease of
evasion. It is one of the easiest taxes in the world to evade. It
falls with absolute certainty very largely on trustees, who have
to make returns, who in a majority of cases represent women
and children, and who can not evade such a tax. The evasions
of the income tax in England to-day are very large. The tax
algo falls with full force upon the people who are the most hon-
est in the ecommunity, while the shifty and dishonest escape.
In a word, it has all the objections that arise to any tax which
in its nature is easy of evasion. i

The other objection about earned and unearned incomes can
be partially met, if rot wholly overcome. At least it is so
thought in England, and I am not sure that we may not be able
to learn something from considering the systems of taxation
of other countries, although my friend the Senator from Missis-
sippi does not seem to think so. Speaking broadly, I believe it
may be said that all economists recognize that a tax imposed

upon the earning capacity of a community is not theoretically
the best tax. It is inferior, for example, to the inheritance tax,
which does not place a burden upon earning capacity and is
certain of collection, owing to the fact that an inheritance has
to pass through probate offices and requires the assent of the
Government before it ean be distributed.

A burden on the earning ecapacity of a community is a very
serious thing. The earning capacity of a community, which is
the motive power of prosperity, is something which it is desir-
able under évery civilized government to encourage. It isnot wise
to throw too heavy a proportion of the burden upon the earning
capacity of any community. The men who draw the load should
not be overweighted or disheartened. England has finally met
this difficulty in a degree at least by differentiating between the
tax derived from earned income and the tax derived from un-
earned income;.and I think this point will have to be con-
sidered by us if we have adopted the income tax, as I believe we
have, for a permanent source of national revenue. I think we
must try to make the burden fall more heavily upon the income
which is not earned than upon that which is earned, and the
income, so called, which is not earned is very large,’ so large that
there need be no fear of an insufficient return.

Mr. WILLIAMS. Does not the Senator momentarily lose
sight of the fact that property is taxed in all the States?

Mr, LODGE. I understand that,

Mr. WILLIAMS. There is another consideration, too. The
very people who will evade an income tax are for the most part
not those who derive an income from rents or from other prop-
erty, such as bonds or stocks. Everybody knows what a dividend
is, and everybody knows what a rent is; but lawyers, doctors,
and other people have uncertain incomes known only to them-
selves, so that there is naturally in the very working of the law
when men are not fairly honest—the fairly honest man is going
to act the same way in both capacities—already a diserimina-
tion against the man who has the property. He has to pay-
State and county taxes upon his property, so that the man whose
property consists in dollars which he earns in a year is the
least taxed of all men. y

Mr. LODGE. The Senator, of course, understands that I am
not advocating the exemption of earned incomes, but only that
a heavier burden should rest on the unearned than on the
earned income.

Mr. President, there is another question raised by the income
tax, as provided. for in the bill, which is to my mind far graver
than that of differentiating between the earned and the un-
earned income, and that is, making the exemption limit so high.

I think a high exemption is vicious in principle if it is made
for any reason except that at the exemption point youn go beyond
the possibility of profitable collection. In theory, at least,
everybody should pay his share of taxes, especially in a popular
government. I know well the great objection to making a lower
exemption than that established by this bill. The fatal objec-
tion is that to do so is unpopular. But I believe in the long
run it will be seen that it has the best and only enduring
grounds of popularity, which is justice.

Of course the men of small earnings and small incomes pdy
taxes to the Government of the United States in the indirect ,
form, and one great objection to indirect taxes, so excellent
economically, is that people do not realize fully that they are
paying them. The tax which the man pays over the counter is
the one he realizes. When he walks up to the taxgatherer_in
his town and finds that his rate has been raised he takes an
interest in the administration of the business of the town. But
as to the indirect tax, the tax that the man pays on aleoholic
liquors, if he chooses to drink, or the tax that he pays on
tobaceo, are not only indirect but voluntary taxes, and he does
not know, as a matter of fact, whether he pays them or not.
He pays them, but he does not feel them. The difference,
moreover, between what one man consumes and what another
consumes in the way of food and drink and tobacco and
raiment is not very great, for the power of consumption of the
individual ean not vary very largely, and he who lives and
chooses most expensively pays most in taxation. But this tax
which we are now impesing for the first time is a direct tax;
and this country has hardly known direct taxes except in times
of war.

A man who has $1,000 income per annum and pays, as pro-
posed by the Senator from North Dakota, $1 a year as income
tax to the United States Government is not, I think, bearing
too heavy a burden, but he is realizing what his Government is
doing, which is of enormous value and makes him thereby a
better citizen. He realizes that he is responsible for the Gov-
ernment as never before. There has been no greater misfor-
tune to this country than what we have seen in every great
city, and that is that the men who pay no taxes spend the
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"revenues. The resunlt is inevitably extravagance and corrup-

tion. Men are always ready to spend some one else’s money.

Look at the history of our municipal governments. They
are not a subject of pride to any American. But if every man
in those communities had paid his tax, if it was only 5 cents,
and if he knew that if the money was extravagantly spent it
might be 10 cents, he would have had more care about spend-
ing the public money, about the men he elected, and about the
administration of his local government. One great reason for
the extravagance we have had in our National Government,
in my judgment, arises from the fact that almost all our rev-
enues have been raised by indirect taxation.

I want the man with $1,000 to pay his dollar or his 50 cents
or his 25 cents, if you wish—I do not care how small you make
it—so that he may keep his eye on the National Government in
Washington. If you make the man contribute out of his
pocket to the maintenance of the Government and know that
he is doing so, he will take the interest he ought to take. He
will watch his Representatives and Senators; he will look at
the national appropriations. In my judgment it tends to good
government, to greater economy in expenditures, to less waste
of money, to the expenditure of money in such a way as to se-
cure the best return. I believe, moreover, that it is in accord-
ance with every sound historie traditional American doctrine
that I have ever learned in the history of the country, and I
think it is as sound a doctrine now as it ever has been, that
every man should pay his share for the support of the Govern-
ment which he helps to create.

I am not oblivious to the fact that many of those who ecan
best afford to pay have escaped and are escaping their share
of taxation. We know that this evil exists everywhere, from
our towns to our Nation. But that does not alter the principle
that every man, no matter how trifling his contribution, should
pay his share of the expense of carrying on the Government
that supports and protects him.

This brings me to the other important point in the considera-

tion of the imposition of an income tax. The Renator from
Mississippi [Mr. Wiirrams] said yesterday—and I was ex-
tremely glad to hear him say it, because I think it touches a
very vital question—that when taxes were imposed simply to
take money from a man because he was rich, and for no other
reason, the party that would do it would cease to be the
Democratic Party and would become a party of communism,
and perhaps something worse. It will be an evil day for us
when we enter on confiscation of property under the guise of
taxation. What we want to do is to raise money for the sup-
port of the Government in such a way that we shall make those
pay most who can best afford to pay. I know that we are far
short of that standard now. Buf I remember that among the
many wise things Mr. Lincoln said was this: That you could
find fault with any tax as to its incidence, as to those who
escaped it, as to its unfairness, as to its burdensomeness, but
that if we stayed talking about it until we got a perfect tax
v never should raise any revenue at all.
_ No tax can be perfect; but it should be the effort of the Gov-
ernment and of the taxing power to impose the tax, if it be an
income tax, so as to raise the revenue in the largest proportion
from those who ean bear it best. But let us beware how we
enter upon taxing on the ground that we want to punish some-
body because he has money. If he has earned his money im-
properly and unlawfully, by oppression and extortion, he is a
subject for punishment under other laws. That is a question of
the method of accumulation, ag the Senator from Mississippl
sald yesterday. DBut to have the Government undertake, for
vindictive reasons, to punish a man simply because he has suc-
ceeded and has accumulated property by thrift and intelligence
and character, or has inherited it honestly under the law, is
entering upon a dangerous path. It would convert this tax
from the imposition of a tax to the pillage of a class. That I
think is a very dangerous ground to enter upon.

YVery rich men, large properties, are no new thing in the
world. You have but to turn to the history of Rome at the
time when it passed through the form of a republic to the form
of an empire and see the enormous properties which were then
held by single individuals, You can read of it in Cicero’s
famillar letters to Atticus, who was one of that class. There
were, enormous fortunes then; there have been enormous for-
tunes under every commercial civilization from that day to this.
What distinguishes our time is the colossal size of the fortunes
which have been accumulated in this country, because we have
had the greatest opportunities, larger than exist anywhere else.
But huge fortunes—huge beyond anything the world has ever
dreamed of hitherto—have in these days been amassed every-
where. Undoubtedly they constitute, in some ways, a menace
to free, orderly, constitutional government. They are often

grossly abused. They arouse evil passions. Undoubtedly they
are a danger. But the danger is one that is not going to be
successfully met by allowing a spirit of vindictiveness to enter
in, and to say broadly that a man, whether innocent or guilty,
must be punished through the taxing power of the Governmeng
for merely possessing property. Make him bear his fair bur-
den, by all means. I would put the burden especially heavily
on the income that is unearned; but I would not set a class
apart and say they are to be pillaged, their property is to be
confiscated, in order to gain, perhaps, for myself or my party a
brief and fleeting popularity. We shall thereby come too near to
that which proved the downfall of the Roman Republie, when
the one cry for the man who chose to raise himself above his
fellows and to gain great power was to promise, “Panem et
circenses.” The man who would give the bread and the games
was the man who attained power, and it is easy to drive men
to this if they have to choose between that and ruin.

I do not want to see that class built up in this country. I do
not want to see its members forced into that position by being
hunted like wild beasts. I want, just so far as intelligence and
ingenuity can do it, to impose this direct tax so that it will
fall most heavily on those best able to bear the burden; but I
want it done in order to raise revenue for the Government of
the United States and for no other purpose. I do not want it
done in a spirit of hatred to a man merely because he happens
to have money.

I know the present tone is that any man who has money is
prima facie a eriminal and that any man who has been success-
ful in any way falls under suspicion. But there has been in
this country for many years, and there is to-day, in my judg-
ment, a great deal of honest success honestly won. There have
been great fortunes honestly made and wisely and benevolently
distributed. I do not believe Americans of that class are all
gone. I think this country is full of honest men making large
incomes in business or at the bar or elsewhere, and making
them honestly and fairly. I think they are entitled to the fruits
of their success, and they as a rule bear the burden of their
duty to the community generously and well. It will be an ill
day for this country when we raise the cry that success hon-
estly won is to be punished; that money honestly gained is the
badge of criminality; and that we are to go to the people of
the United States in the search for popularity, and say to them:
“Follow us. We will plunder the people who have got the
money. You shall spend it, and it will not cost you anything.”
That is a dangerous cry to raise in any country, for when you
unchain that force you can not tell where it will stop, and in
your eagerness to destroy property and rob men of hope and
ambition you may bring your boasted civillzation down in
ruins about you.

This Government was founded in justice and in belief in the
individual man. Of that Thomas Jefferson was the great
apostle. I belleve we are trenching on ver~ dangerous ground
when we assume that if a man has succeeded, if a man has
accumulated wealth honestly and fairly, therefore he ought to
be brought fo the block and punished for the mere fact that his
brains and his character and his work and his self-control have
enabled him to rise.

Success used to be held out as tue prize for every American
boy. Now we are holding out to him the suggestion that he
can not reach success without pursuing devious ways, and that
if he does attain success, if he' does amass a fortune, he is to
be an object of suspicion to all his fellow man,

Let us impose our tax in the best and justest way we can.
Let us do it in such a way as to make those pay most who can
best pay. Let us do it to raise revenue. Do not let us do it in
order to gratify hatred and malice and all uncharitableness.

Mr. BORAH. Mr. President, in my judgment if anyone
should undertake to organize a movement in this country for
the purpose of attacking a man simply because he was suc-
cessful, or discriminating against a man or men because they
were successful or because they were the possessors of wealth,
he would find himself in a very short time the most unpopular
man in America.

I do not know, from my limited reading, of a country in the
world where there Is so little feeling against a man simply
because he possesses wealth as in this country. I do not know
of any country where the people are so tolerant of success, and
are always so willing and anxious to congratulnte a neighbor
or a friend upon his success, as here in this country.

I do not believe it is popular in this country to take the
opposite view, and to assnil wealth because of its existence, or
to assail a man because he has been successful in gathering
wealth. I think the Senator from Massaclhiusetis has pictured
a condition which does not exist in this country at all. Ie
has painted in lurid and fretful outlincs a scene wholly un-
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known to American life. I do not believe there is any feeling
upon the part of the people which would encourage men to
gather about one wlo is following the course he has indicated
men might be fellowing now for the purpose of securing popu-
larity. But every time there is an effort upon the part of
anyone to bring the men of means and of grent svealtll within
the rule that obtalns with refevence to all ofher men, the cry
of the demagogue Is ruised, and the men who undertake to do
it are immediately assailed as appealing to pepular prejudice.
Tt is an old cry. Unable to meet the arguments of justice, unable
to confute the logle of equity, they draw their phylacteries about
them and proudly withdraw from the demagogue and the shout-
ing populace.

The cffort tp bring into subjection and under the rule and
control of the law those wlio have obtained such power and
such Inflnence asg, in many Instances, to enable them io ignore
it, immedintely leads many people to suppose that it is being
done solely for the purpose of popularity rather than for the
purpose of enforcing the law as to all men, rich or poor, great
or smnll. I do not know of anyone who has ever advocated an
income tax or an cxemption upon the theory of punishment, or
upon the theory that some shounld pay taxes and others shounld
not. The men who have given their lives to the study of this
question, who do not deal with the popunlace, who do not deal
with popular prejudice, who ask no favors at their hands, who
seek no votes from them, will be found to sustain the position
of those who advocate a reasonable exemption in an income-tax
law.

I challenge the Senator from Massachusetis and those who
view the matter as lie does to point me to a single great
publicist or writer upon this question who does not bear out the
statement I have mnde.

The income tax had its impetus not with men seeking popular
favor but in a thorouzli, conscientious, persistent investization
upon the part of those avho have gone to the sources of in-
formation and have studied the statistics which are available
from almmost all the countries of the world. I could guote many,
but I am going to quote a short paragraph from one who oceu-
ples n most eminent positlon In one of the great universities
of this country, and who, I presume, cares as little about popu-
lar favor as any man who could possibly be called into this
discnssion.

e says:

Under exizting conditions In the United Biates the burdens of taxa-
tlon, taking them all in all, are becomlng wnequally distriboted, and
the wenlthier closscs ars bearing n pradunliy smaller share of the
publiec burden. Bemething 18 peeded to restore the eguilibrinm; and
that something ean gearcely toke any form exeept that of an income tax.

In the State which the Senntor who has just spoken has the
honor to so ably represent it was discovered a few years ago
thnt tlie as=essed valuntion of all the resl estate amounted to
£2.000,000,000, while the valuation of all the personal property
in the State, according to the nssesement, amounted to ouly
$500,000,000. In other words, ns I stated yesterdny, this class
of property escapes taxation in spite of all the ingenuity of
man to bring it within the law, and on honest effort to make it
bear its proportion of the burden is mot to be whistled down the
wind by the assertion fhat those who advocate it are appealing
to popular prejudice. T seek to punish no man becaunse of his
wonlili, I honor the man whoge geniug, coupled with honesty,
gnthiers well of fhis world's goods. But T would count myself
recreant to the public service if T did not seek to so shape the
laws of my country as to mete ont fo lim the same obligations
a8 rest upon the unsuccessful or the penniless. It is not dema-
goguery; it is the fandamental but forgotten principle upon
which this Government was established.

Two or three very large estates hinve been probated within
the Inst three monihs in a single cify of the United Stntes, one
of which was probated for $57,000000 and the other two for
$160,000,000 each. Whnt perceninge of their income or what
rate of tax did they pay to the Naotionnl Government? Every
mnn should pay a tax to his government. Of course he shounld.
To state thnt is to state a rule as fundamental as the Ten
Conmmmndments, DBut does not every mun in this country pay
a tnx? Does poybody escape it?

The only logic of the Senator’s argument is finally to aceept
direct tnxation, exclusively and alone, ns a menns of ralsing
taxes, When we shall adopt n system of direct taxation, exclu-
slvely and alone, T will join the Seuator from Massachusetts In
putting the exemptions down to n very low figure. But I insist
now, as I have insisted before, that so long ns we raise seven-
elghthis of our revenue by another method and only one-eighth
by diveet tnxation. it esn not be said that any man is eseaping
tnxation. Neither can it be said that In giving a reasonable

exemption we are exempting a class, for that class supposed to
be exemipted have alrendy paid more than thelr proportion.

The Senator cited the case of city governments as extrava-
gaut, Do they have a system of Indireet taxes to any extent?
Who operates and runs, and who is responsible for, these
extravagant city governments? Take the city government of
New York. Notwithstanding {ts great extravagance, as exhib-
ited by the figures which I read in the New York Sun a few
days ago, does anybody suppose that the men who are really
managing the business affairs of New York are the poor people
upon the streets, to wwhom the Senater refers ns the authors of
extravagance? Certainly not. The men who are operating
and manoging the business affairs of the city of New York nre,
in o large measure, of the same class of men for whose proteec-
tion the Senator pathetically pleads.

There is suflicient incentive to economy upon the part of the
man of ordinary means in this country by reasen of the taxes
he already pays. Where does the demand for increased ex-
penditures come from? Has any Senator underiaken to satisfy
himself from whence arise these demands for ineressed expendi-
tures? Do they come from the man upon the street or upon the
farm or in the shop or the man of limited means? When there
is n cry to raise salaries or to build embassies or to increanse
expendifures in one way or another, from whence comes the
support? The great support comes, nine times out of ten, from
those whose properties are paying practically no tax at all to
the National Government. There is little disposition to extrava-
gance upon the part of the masses. They are not asking for
such expenditures, nor have they shown any disposition to
increase expenditores and put the burden of the increase upon
the wenlth of the country. I have geen no dispoesition of men
of small means to voie taxes. I have always noticed that in
matters of loeal expenditure, In matters of new taxes, in mat-
ters of crenting new offices, that the general voter is very slow.
Exfravagant demands have come from those who feel that how-
ever great the burden they will pay no more out of their abun-
dance thon their nelghbor poys out of hls less fortunate alleywy-
ance.

It is not necessary, Mr. President; to add something more to
the burden of the man in the fleld or shop in erder to iuterest
him in the gquestion of economy. The effort of those who have
been here advecating the proposition of a measonable exemp-
tion and a rensonnble graduntion is bhased not upon the design
to pmnish, but s based upon the princliple which is the foundn-
tion of a)l just taxation, that men shall pay iu propertion to
their ability to pay.

Will the Senntor from Massachuseits or anyone else nnder-
tnke to demonstrate to me that the wealth of this country is
paying ns much tax to the support of the National Government
in proportion to its property and its income as the one who it is
safd we are appealing to for popular favor? Will they take
the statistics of the past which may be gathered and under-
take to show that he is not now meecting more than his pro-
pertion of heavy burden? TUntil they do that tkelr mouths are
closed nnd they are estopped from c¢hallenging {he good faith of
those who advocate a reasonable cxemption in this kind of
taxation. After 1 man pays the tax which he must pay on
consumption, then give him a chance to clothe and educate
his family and meet the obligations of citizenship and preparn-
tion of those dependent uwpon him for citizenship before yon
ndd any additional tax. That is the basis of this exemption,
and it is fair and just to all and tosward all.

Mr, WILLIAMS. Mr. President, I want to express the hope
that we may now go on with the bill. This i8 n purely academi-
cal discussion which has heen taking place between the Senator
from Massachusetts and the Senntor from Idaho, and is espe-
clally academical at this time. There may be great merlt in
the argunient of the Senator from Massachuseiis some of these
days, but not now. The reason why there is not great erit In
it now is because while it taxes these people with fndirect taxes
of varions sorts these things should be left for some day, when
the good day comes—the golden day—when there will be no
taxes upon consumption at all except upon whisky and tobacco
and wine and beer and thinge that are considered harmful, and
no import duties at all except countervailing duties to off=et
them, and when everybody will pay in proportion to his income,
It might then be well to reduce the exemption or to do away
with it, so that a man with $5,000 wwould pay his £30, or what-
ever It was, and the man with $300 would pay his $5, and the
man with $30 wounld pay his 5 cents, and the mnn who got
but I cents would pay his 1 cent, and ecall it the people’s pence,
like Peter's pence, and let everybody pay his share

Dut 1t is absolutely academical at this moment. It is not
doing any good to carrying on the legisiation of the Senate, and
it ean not be even intelligentiy disenssed until we get into an
entirely changed eondition of things. So I ask that we may go
on with the bill,
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Mr. WARREN. My, President, I wish to ask a question, not
of an academical nature at all. And if the Senator is not tro
much in haste I want to say, before I ask the question, that I
am one of those who voted for a constitutional amendment fo
enable the Government, without fear of former constitutional
limitations, to provide for an income tax., I was one of those
who then believed and I am one of those who now believe that
nn income tax shonld be altogether, or, if not altogether, pretty
mueh refained as a reserve resource. I am one of those who
believe that enstoms duties and the infernal-revenue taxes onght
to support the ordinary expenses of the Government. I think
they should be so levied as to harm nobody and to protect and
encourage Indnstrial pursuits, in order to enrich and not im-
poverish the people: and the matter of an income tax could be
Iying back in reserve, with the necessary maclinery ready, if
you please, so that in time of war or great stress we could im-
medintely, as the Senantor from Mississippl bas sald, enlarge
and provide the necessary additional revenue.

But there are some quesiions which arise in my mind; it may
he because T have not vet suflicient grasgp of the bill. T reeall
with regret that one of the matters which has been before this
body and before the other body ever since I ean remeinber, and
then some, is the electlon of Senators by the people. Finally,
after years and years of struggle and debate and profound con-
sideration, we legislated, and almost within the twinkling of
an eve we are in the midst of trouble in the matter of knowing
how to apply that measure to existing circumstances or know-
ing exactly what the law means. There is an eminent man
rapping at the door here for a seat in the Senate; he is worthy
in every way; and the live question is, Under what eireum-
stances and nmdier what interpretation of the law can we per-
mit iim fo take his geat? With that election-of-Senators law
which we have just enacted with so mueh care and which
caused us to listen hours and hours to constitutional gpeeches
npon the matter, we are hung up in the air by a seeming'y sim-
ple matter following n happening that may oeccar again at any
moment in the death of a Senator and the filling of a vacancy.

Now, we may meet some very awkward situafions in doing
renl business under this proposed income-tax tariff law unless
we most earefully perfect the measure before its passage. The
other day I happened to be doing some business with the presi-
dent of a trust company, My connection with that company
had been where they liad acted as trustee for bondholders of
certoin small corporations whieh others, with me, had bonded,
and while it did not come up In the nature of a complaint the
president nonchalantly asserted that unless the pending bill is
changed in some manner he fenred It wonld be very awkward
in Its applieation to trust companies and to those who have the
distribution of money collected for the coupons on bonds, and
go forth. For Instance, ag he anid, his company collected or
paid a great many coupons on bonded companies.

Mr. WILLTAMS. Bonds payable to bearer?

Mr, WARREN. Sometimes they are registered and some-
times they are payable to beaver, They are issued or indorsed
both ways, ns the Senntor knows. A man up in Washington
or Oregon sends down the coupons liere, and, as we understand
the law, we shall be compelled to enter upon our books collec-
tlons as an account, with names of all collections and pay-
ments, and if we do that it means 30 or 40 or more extrn
clerks; we must then notify the parties in interest that the
money i8 there. Then we shall have to have proof from him
that it is duly accounted for in the way of an income tax. or
else we sball have to subtract and pay here and enter up
aceordingly on our books.

Have the Berator and those who work with him thoroughly
eanvnssed that situation? They did very much for it. I do
not say they have not, but I want to know whether they have.

Mr. WILLIAMS. I think we linve.

Mr. WARREN., I want to say to the Senator that It seems
to me the way to correctly flzure out a bill is just along a
proposition of that kind of low it will apply absolutely In
acfual business. ANl of us remember the old farmer saying
that *the proof of the pudding is in chewing the string.”

The Senator can see what an awkward sitnation there might
be if somebody sends down a little package of coupons to be
collected and intended to be applied to paying an obligation
of his own, and he Lad to be hung up until he could go before
some United States officer and make proper affidavit and have
proper papers execnted and sent down here at an expense
perhaps that would eat up a Iarge portion of that income,

Mr. GALLINGER. I will ask the Senator if coupons of that
nature are not usually sent throngh the banks?

Mr. WARREN. They are often, but in that ease I can hardly
see low it makes any difference. Somebody must be respon-
sible to the Government. It may be the trust company in New
York, It may be In Chicago, or it may be nearer home. I

am only raising this Inquiry for the purpose of ascertaining
whether that side of the equation has been fully considered.
If not, I hope it may be.

Mr, WILLIAMS. In answer T will say to the Senator it
gave us a great deal of trouble and it gave those in the House a
grenl deal of trouble. We were fuced with the question of being
certain that they got the revenue, and we were also fuced with
the question of deducting at the source, which is the cause of
all the trouble, of course, We ndopted that system because we
discovered that in Great Britain and elsewhere without rais-
ing the rate it Increased the revenue very much, and also there
were less evasions under It. We adopted generally the principle
of deducting at the source.

Mr. WARREN. The Senator will see that if it should be
necesgary for the banks and the trost compaiies to earry a
line of accounts open, purposely for this, and employ more help
for doing this business, it would be a larger thing than a great
inconvenience to the owners of such securities, because the
collecting agents would seek compensation for extra services.

Mr. WILLIAMS. That is very true; it will increase tlie
amount of hookkeeping by paying at the source. It is nnfor-
tunate, but it ean not be avoided.

Mr. WARREN. Can the Senator avoid all th> delay?

Mr. WILLIAMS, The tax is paid at the source. Then if
the taxpayer is not subject to the tax he makes a statement to
that effect before the tax Is actually paid if he chooses, or the
company could make it for him, or if it 1s pald before any state-
ment is made, then he becomes entitled to a refund of it upon
a proper showing in another clause of the bill, Of course, you
can not have an income-tax Iaw upon the principle of dednction
at the source without throwing some extra burdens upon the
people who pay the tax and have the people make a statement
to the other people as to what they Lave done. To that extent
the complaint is just, but it {s unavoidable.

Mr. WARREN. I think I see in this explanation of the Sona-
tor a good deal of delay and a good dell of expense. Is the Sen-
ator quite sure that the subcommittee has exhausted all its re-
sonrces in reduclng that to a plainer mode of handling?

Mr. WILLIAMS. Yes,

Mr. WARREN. Decause if everyone must wait wntil the
proper proof is presented and all these records are to be made,
I can see that on a 4 per cent bond or a 3} or 5 per cent bonil
a very large percentage i going to come out of the income, anil
it goes not into the Government's hands, but into expenses,

Mr. WILLTAMS, I was trying to find the provision here. T
can not lay my hand upon 1t right now, but when we do get to it
I will explain it fully to the Senator. I should like to read it
NOW.

Mr. WARREN. I hope the Senator may, before the bill
pusses, give it further consideration.

Mr. WILLIAMS. That matter has had our full consideration.
We had hearings upon it which lasted quite awhile. It gave mo
personally a good deal of tronble and embarrassmentf, and it
did to the committeo,

Mr, SHERMAN. Mr. President, I appreciate the difficulty
in which the Senator from Mississippl finds himself in framing
what wounld be entirely =atisfactory to those interested in the
frustees, and I think he is entirely correct in saying that in
many of these things a workable or more perfected form of the
law will not be had until we have tried it a while. 'I am not
disposed to be at all eritical in the matier,

Mr, WILLIAMS, Just one word. The Senntor from Wyo-
ming will find what I was referring to is In paragraph D of
this section.

Mr. WARREN. I understand.

Mr. WILLTIAMS. It begins on page 172, at line 17. T think
if the Senator will read that entire paragraph he will find the
matter aboot as well taken care of as is possible with the
limited ability of anybody to entirely avoid the absolute im-
possibility of throwing some extra labor upon those who must
make the statelnenis in order to pn; at the source.

Mr. WARREN. I notice with pleasure this change from the
original bill, but I hope the Senator will again still furtber
elucidate it. ,

Mr. SHERMAN. Mr. President, the disenssion originally be-
gan on the amendment offered by the Seuntor from Sonth Da-
kota [Mr. Crawrornp], ns I remember. I wlsh to recur to that
for a brief moment. The criticism in the application of the
principle embodied in that amendment is that it taxes the thrifiy
and exempts the prodigal. The same criticism I am aware, and
I know it is one of the difficulties, wounld apply to the savings
of any active person. If the savings be out of property income

there would be at the end of the year a surplus derived from
that income, and that In turn invested wonld become principal;
the principal would produce in turn income, and so on, in-
definltely. The earnings of any person from any occupation or
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profession would, if not spent in like manner, become prineipal.
If by professional effort any person should earn a given sum
annually and he spends half of it, he saves the other half. The
half so saved in turn becomes principal. That principal is
property. The savings from the income by professional effort
or by any form of skilled labor or unskilled by hand becomes
property. At the end of any given period that saving is a prin-
cipal, and any income derived from it is an income from prop-
erty, not an income from the earning capacity or the personal
ability of the taxpayer in question. 8o, In every instance it
comes finally to the same result. I can see no criticism in the
application of the principle embodied in this amendment be-
cause of that reason.

I believe in the classification that we have to make it is a
just classification to distinguish between those who have in-
comes from fixed investments of property and those who have
incomes from earning capacity. That is the point involved in
the amendment offered by the Senator from South Dakota.
That distingunishing difference consists in the source of the
income. The one is a stable, fixed investment in the form of
property, either in the form of credits or in the form of tangible
property, either merchandise or realty, or any of the different
forms that personalty assumes. Those investments that pro-
duce an income from a property source I think are properly to
be distinguished from those arising from the earning capacity
of the individual. A public officer, an employee, one who earns
by professional ability, an architect, a musician, a lawyer, a
doctor of divinity, a doctor of medicine, all are earning because
of their personal ability.

I think the distinguishing line is as indicated in the amend-
ment., When there is a perfect Government tax rate it will be
very low or reduced to a point where none of us will complain.
Every taxpayer is an involuntary victim of the necessities of
government. That will continue until the time when govern-
ment has become so perfected that a large portion of our ex-
penses will be rendered unnecessary. That is a good way off.
We will have to perfect human nature, and that is so far away
that it is purely an academic question.

Here are the percentages on the estimates made by the report
of the Senate Committee on Finance. If postal receipts be
excluded, it is some $716,000,000 at present on the estimate and
on the actual collection of revenue. The greater part of the
Government income is from internal revenue and is in the
nature of a direct tax, because it operates directly to increase
the cost of the commodity. The infernal revenue on this esti-
mate will be 41 per cent of the total income for the fiscal year
ending the 30th day of June, 1914. Our customs duties will be
37 per cent, our income-tax revenue will be not quite 10 per
cent. The corporation tax will be 5 per cent. Our income from
the sales of public lands and from miscellaneous sources of all
kinds constitute the other 7 per cent, making a total of 100 per
cent, aggregating about $716,000,000, The rest of the
$096,810,000 of the governmental income of the next fiscal year
consists of $280,000,000 estimated postal receipts. i

So under this proposed plan of taxation there are now on
the estimate barely 10 per cent to be raised by an income tax.
That is a very small part. I think you might justly increase
within certain limits of the classification the taxes to be levied,
and you might decrease appropriately the income derived en-
tirely from the earning capacity or, in other words, the per-
sonal efforts of the ability and industry of those who earn the
income.

o er. WILLIAMS. Now, Mr. President, let us go on with the
i1l

The PRESIDING OFFICER. The reading will proceed.

The Secrerary. The bill has been read down to the middle
of line 13, on page 167, where the committee proposes the fol-
lowing amendment. On page 167, line 18, before the word
“bequest,” to insert the word “ gift,” so as to read:

B. That, subject only to such exemptions and deductions as are here-
inafter allowed, the net income of a taxable person shall include gains,
profits, and income derlved from salaries, wag:s. or compensation for
personal service of whatever kind and in whatever form paid, or from
l;ror{:sslnns, vocations, businesses, trade, commerce, or sales or dealings

. In property, whether real or personal, growing out of the ownership or
uge of or interest in real or personal property, also from interest, rent,
dividends, securities, or the transacticn of any lawful business carried
on for gain or profit, or gains or profits and income derived from any
sonrce whatever, including the Income from but not the valoe of prop-
erty acguired by gift, bequest, devise, or descent,

The amendment was agreed to.

The next amendment was, on page 167, line 18, after the
ward “ contract,” to insert * or upon surrender of the contract,”
B0 as to make the proviso read:

Provided, That the proceeds of life insurance %olicles paid upon the
death of the élorson insured or payments made by or credited to the
insured, en life Insurance, endowment, or annuity contracts, upon the
return thereof to the insured at the maturity of the term mentioned in
gm contract, or upon surrender of the contract, shall not be included as

come,

Mr. CUMMINS. Mr. President, before we go further with
the bill I want to make a suggestion to the Senator from Missis-
sippi [Mr. Witriams], I make it through the medium of an
amendment, which I now propose.

I move that all that part of paragraph marked “B.” under
subdivision 2, on page 167, down to and including the word
“ descent,” in line 13, be stricken out.

I want the Senator from Mississippi, the committee, and, in-
deed, all the Senators on the other side of the Chamber to under-
stand that I offer this amendment in a friendly spirit. I am
quite as much in favor of the income tax as any of them can
possibly be.

It ought not to be forgotten, however—and I am now speak-
ing to the lawyers on the other side; I want to make a lawyer's
argument and not to raise at this moment any question of
policy—that the authority of the Congress of the United States
with regard to this subject is not unlimited. Our power is not
like the power which Great Britain exercises over the subject.
It is not like the power which the several States exercise over
the subject. It is a power granted in article 16 of the Consti-
tution, and I will read it:

Congress shall have power to lay and collect taxes on incomes, from
whatever source derived, without apportionment among the several
States, and withont regard to any census or enumeration..

Our authority is to levy a tax upon incomes. I take it that
every lawyer will agree with me in the conclusion that we can
not levy under this amendment a tax upon anything but an
income, I assume that every lawyer will agree with me that
we ‘can not legislatively interpret the meaning of the word
“income.” That is purely a judicial matter. We can not en-
large the meaning of the word “income.” We need not levy
our tax upon the entire income. We may levy it upon part of
an income, but we can not levy it upon anything but an income;
and what is an income must be determined by the courts of
the country when the question is submitted to them.

I think there can be no controversy with regard to those
propositions. I am very anxious that when this bill shall have
passed it may be effective, that its operation may not be sus-
pended or delayed through a resort to legal tribunals.

Mr. FLETCHER. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Florida?

Mr. CUMMINS. I yield to the Senator.

Mr. FLETCHER. I should like to inguire whether the Sen-
ator means to state that Congress can not by statute define
what shall be regarded as an income tax?

Mr. CUMMINS. I do not think so, Mr, President, The word
“income”™ had a well-defined meaning before the amendment
of the Constitution was adopted. It has been defined in all the
courts of this country. When the people of the country granted
to Congress the right to levy a tax on incomes, that right was
granted with reference to the legal meaning and interpretation
of the word “income ” as it was then or as it might thereafter
be defined or understood in legal procedure. If we could call
anything income that we pleased, we could obliterate all the
distinction between income and principal. Whenever this law
comes to be tested in the courts of the country, it will be found
that the courts will undertake to declare whether the thing
upon which we levy the tax is income or whether it is some-
thing else, and therefore we ought to be in the highest degree
careful in endeavoring to interpret the Constitution through a
statutory enactment.

Now, let us see. Subdivision 1 says:

That there shall be levied, assessed, collected, and paid annually
upon the entire net income—

And so forth.

That is a declaration which is fair, which is constitutional,
which is complete. If we wanted to do it, we could levy a tax
upon the gross income. The bill chooses to levy the tax upon
the net income; and that is entirely within our power, because,
as I said before, we can diminish the operation of the Con-
stitution; that is to say, we need not levy the tax upon the
entire income; but we can not enlarge the operation of the Con-
stitution and levy a tax upon anything but income. Therefore,
it seems fto me that the bill ought to continue throughout its
length in the language with which it begins, namely, that we
levy a tax upon the entire net income of the citizens of the
United States who fall within the provisions of the bill.

With these observations in view, I want to read that part
of the bill which my amendment seeks to eliminate, on page 167.
It is as follows:

B. That, subject only to such exemptions and deductions as are
hereinafter allowed, the net income of a taxable person shall include
g:)ins, profits, and income derived from salaries, wages, or compensa-

n for personal service of whatever kind and in whatever form paid,
or from professions, vocations, businesses, trade, commerce, or sale8
or dealings in property, whether real or personal, growl:&g: ont of the
ownership or use of or Interest in real or personal property, also from
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interest, rent, dividends, securitles, or the transaction of any lawful
Susiness carrled cn for gain or profit, or gains or profits and income
erived from any source whatever, including the income from but not
the value of property acguired by gift, bequest, devise, or descent.

Mr. WILLTAMS. Mr. President, I want to offer an amend-
ment at that point to cure a defect. After the word * sales,” in
line 6, there ought to be a comma.

Mr., CUMMINS. I do not, of course, found my amendment
upon any omission of that kind.
© Mr. WILLIAMS. I merely want first to perfect the language,
if there is no objection.

Mr. BRANDEGEE. Right at that point—if the Senator from
JTowa will pardon me—if the Senator from Mississippi inserts
o comma after the word “ sales,” he do2s not intend——

Mr. WILLIAMS. It reads, “businesses, trade, commerce, or
sales "'——

Mr. BRANDEGEE. It reads “sales or dealings in property.”

Mr. WILLIAMS. It refers to profits derived from any sort
of sales—profits derived from “ sales or dealings in property.”

Mr. BRANDEGEE. Why have the words “in property”
after “dealings” and not after *“sales™?

Mr. CUMMINS. Mr. President, I hope the amendment sng-
gested by the Senator from Mississippi will be allowed without
any controversy, because my amendment is not involved nor
does it concern that correction.

The VICE PRESIDENT. By unanimous consent, then, the
amendment proposed by the Senator from Mississippi will be
.agread to.

Mr. CUMMINS. It will be observed that here is an attempt,
Mr. President, to define the meaning of the word * income,” to
describe its scope, to determine its effect. T reiterate that the
attempt will be ineffective and may be exceedingly dangerous.

Great Britain might employ such words as these in modifica-
tion or explanation or enlargement of the word * income,” be-
cause Great Britain has no constitutional restrietion upon her
Parlinment. A State might use these words with perfect pro-
priety, because a State has a right to include whatever she likes
within the meaning of the word “income™; but the Congress
has no right to employ them, because the Congress can not
affect the meaning of the word *income” by any legislation
whatsoever. The people have granted us the power to levy a
tax on incomes, and it will always be a judieinl guestion as to
whether a particular thing is income or whether it is prineipal.

Mr. LEWIS. Mr. President, knowving the Senator from Iowa
to be an excellent lawyer, will he give me his views on this
point : Does the Senator contend that the word * income,” there-
fore, as stated in the Constitution, must be construed to mean
what it meant and was understood to mean at the date of its
adoption as part of tkhe Constitution?

Mr. CUMMINS. I do not so say. What I have said is, Low-
ever, that it is not for Congress to interpret what it means; it
is for the courts of the country to say, either at this time or at
any other time, what it means. If it were within the power of
Congress to enlarge tke meaning of the word “ income,” it could,
as I suggested a moment ago, obliterate all difference between
income and principal, and obviously the people of this country
did not intend to give to Congress the power to levy a direct tax
upon all the property of this country without apportionment.

Mr. LEWIS. Then, assuming that the matter would have to
be determined finally by the court, which concession we all must
make, would the Senator's legal mind revert to the theory that
the court, then, would have a right to define the word * income "
to mean whatever was understood judicially by “ income ™ at the
date of the adoption of this act?

Mr. CUMMINS. I do not accept that at all, because it is en-
tirely beyond the domain of Congress. In 1780, I believe, the
people of this country gave Congress the power to regulate com-
merce among the States. It is not within the power of Congress
to say what commerce is. “ Commerce” may mean a very dif-
ferent thing now as compared with what it meant in 1780; it
has broadened with the times; the instrumentalities have
changed with the course of years; but Congress cangnot make a
thing commerce. The court must declare whether a particular
regulation is a regulation of commerce, and in so declaring it
defines for the time being what commerce is.

Why, Mr. President, should Congress attempt to do more than
is declared in the first section of the proposed bill? It is right;
it is comprehensible; it embraces everything—mno, I will with-
draw that; it does not embrace the full power of Congress, be-
cause Congress can levy a tax upon gross incomes if it likes; it
may diminish the extent of its taxing power or not exercise it
all; it may exclude certain things from the taxing power that it
might include; but it ean not change the character of the taxa-
tion; and when it is declared in the first lines of this bill that a
tax is levied upon the entire net income of all the citizens of
this country, we have exercised all the power we have. If we
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desire to limit ourselves to net income, we can not define “net
income " ; we can not say what shall be included in income and
what shall not be included in income. We are only preparing
ourselves for delay, for disappointment, and possible defeat if
we endeavor to interpret the meaning of the word “ income.”

Mr. SHIVELY. Mr. President——

The PRESIDING OFFICER (Mr. CHiLroN in the chalr).
Does the Senator from Iowa yield to the Senator from Indiana?

Mr. CUMMINS. I do.

Mr. SHIVELY. I can readily agree with the Senator that
the courts will finally give a definition of “income”; but that
does not prevent Congress from limiting the application of the
word in legislation.

Mr. CUMMINS. Not at all. T have so said.

Mr. SHIVELY. If the Senator will cbserve the words “ex-
cept as hereinafter provided” in the first subdivision of this
section——

Mr. CUMMINS. I have not sought to strike out any part
of the limitations save the gift, devise, bequest, or descent, and
I do not think there is any man in America, were it not for
what precedes those words, who would contend or could con-
tend that a gift or devise or bequest of property or property
coming to one by descent is income. I never heard of it heing
so construed, and it is not possible that it could be so con-
strued. It would not have been put in there were it not for
the attempted enlargement of the word * inpome” contained in
the previous part of the paragraph.

Mr. WILLIAMS. How does the Senator think that is an
attempt to enlarge it? Tell us specifically to what words the
Senator refers.

Mr., CUMMINS., Mr. President, if it has not that effect, or
attempted effect, it can have none. It is certainly not an
attempt to limit or to restrict the meaning of the word *in-
come™; and if it has not the effect or if it is not thought or
if it was not in the mind of the person who drew it to enlarge
the meaning of the word * income,” then the draftsman of the
bill has offended against the first principles of legislation by
incorporating language that is absolutely meaningless.

Mr. WILLIAMS. Now, if the Senator will pardon me a
moment——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Mississippi?

Mr. CUMMINS. I do. g

Mr. WILLIAMS. It was not the intent there to enlarge or
to stretch the meaning of the words “ net income,” which is the
income referred to here, and not gross income at all.

Mr. CUMMINS. I have not said it was gross income.

Mr., WILLTAMS.. The Congress in undertaking to specify
what it proposes to tax does undertake neither to enlarge nor
to restrict the meaning of the words “net income,” but to
define thelr meaning for the purposes of this bill, for the pur-
poses of this taxation. It may be that a court might come to
the conclusion that Congress had wrongfully defined the term.
If so, the court will correct the definition, and if the court
corrects the definition, then this bill will be to that extent
altered or changed; but the contention is that this is a correct
definition of the articles which, under a bill seeking to tax net
incomes, will be taxed. The question I asgked the Senator was
in what respect he thinks that this definition enlarges the
meaning of the words * net income ” or restricts them, either?

Mr. OUMMINS, Mr. President, as I remarked before, if these
words qualifying, modifying, and explanatory are not intended
either o enlarge or to restrict, they are entirely useless. I
think, however, with deference

Mr. WILLIAMS. Does the Senator think it is useless in a
tax bill to try to define the thing you propose to tax?

Mr. CUMMINS. Mr. President, I do think in this instance
that it is worse than useless; I think it is dangerous, and I will
proceed to show why.

Mr. SIMMONS. Mr. President——

The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from North Carolina?

Mr. CUMMINS. I do. .

Mr. SIMMONS. I readily agree with {he Senator in his con-
tention that we have no aunthority to tax anything except in-
come, and I readily agree with him that, in the last annlysis,
the court must decide what is income and what is not income;
but before the court can get jurisdiction of that guestion, there
mugt be a levy; there must be an assessment; there imust be
an attempt to collect. T can see no other way in which the
court could possibly acquirve jurisdietion. 8o that Dhefore the
matter can ever reach the court there must be some one who
will decide the question of what is * income.”

Mr. WILLIAMS. And describe the property to be levied
upon.

 —
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Mr. SIMMONS. And, as the Senator from Mississippl very
properly says, describe the property to be levied upon. The
Senator from Iowa says, as I understand him, that it is not com-
petent for the Congress to define what is income and what is not
income. Then, the only conclusion from the Senator's argu-
ment is that we ought simply to levy a tax against incomes and
stop. Suppose we should do that, who then can decide the
question of what is income and what is not income, seeing that
that question must be decided before the court can acquire the
jurisdiction to determine the question of whether or not the
thing taxed is income?

Are we to leave it to the officers of the taxing branch of the
Government to determine what is income? Are we ourselves
to hold that we have not the authority to define the word, but
that the officer of the law has the authority to define and deter-
mine it? It seems to me that is what the Senator’s argument
would lead to. I may be mistaken about that; he may have
gsome way in hiis mind by which we could reach a determination
of what is income otherwise than through the definition of
Congress or through the decision of the officer of the law, but
I can not myself see how we would select the things upon which
this tax is to operate except through a definition of the word
“{income” by Congress, or a definition of the meaning of that
word by some subordinate officer of the law.

Mr. CUMMINS. Mr, President, the difficulty with the Sena-
tor from North Carolina is that he does not distinguish be-
tveen a requirement in the law for a return to an administra-
tive officer of the various matters included within this para-
graph and a declaration that the income shall include these
things.

Mr. SIMMONS. Yes; I do. The Senafor is mistaken.

Mr. CUMMINS. Mr, President, there is a very great differ-
ence. I agree with the Senator from North Carolina that it is
quite within the province of Congress to require the cifizen to
make a return, including his gains and profits and income from
his sales and dealings of all kinds, That is entirely within
our power; but it is not within our power to declare that these
things shall be included in the income,

Mr. SIMMONS. The Senator is mistaken when he says I
have not considered that. I have considered that as the third
alternative, If Congress has not the power to decide, if the
officers of the law charged with the enforcement of the law
have not the power to determine, then the only other person
who could have the power is the man who is to pay the tax.
Wonld not the Senator’s position, therefore, force him into the
attitude of maintaining that the proper person, in the first
instance, to determine what is income and what is not income
is the man who pays the tax, and, next, the court?

Mr. CUMMINS. I do not think so, Mr. President, nor do I
think my suggestion leads to that result. I have no doubt about
the power of Congress in requiring those who are to make re-
turn to include their gains and profits and their dealings of all
kinds, and from that return I have no doubt that it is within
our power to give to the taxing officer the right to discover
the amount of the net income, and, if his judgment be wrong.
the taxpayer can question it, and finally the court must deter-
mine it. That is not what is sought to be done in this para-
graph. We are attempting to define what “net income s )
and of what it is composed, and what we may lawfully tax.
But I want to read now what this means——

Mr., SIMMONS. Before the Senator leaves that point, does
not the Senator think that it would be a great deal better for
us, in the first instance, to indicate as best we can what the
legislative judgment is as to what constitutes *income” and
require the taxpayer to account for his income upon all of those
particular things? If we make a mistake and include in our
designation of what is “income” something which is not in-
come, but is property, then, of course, the court would come in
and settle that controversy. Does not the Senator think that is
better than to leave it to the taxpayer to determine in the first
instance what is “income,” and then leave it to the officer to
correct him if he should make an error, and bring it into court
in that way?

Mr. CUMMINS. Mr. President, I do not think it is better.
There is just this difference between the two courses: The
course suggested by the Senator from North Carclina will end,
if Congress makes a mistake, in the declaration that the law is
unconstitutional and of no effect.

Mr. SIMMONS. Why, Mr. President

Mr. CUMMINS. Just a moment. The other course will end
in a correction of the report of the individual taxpayer, and
the law will continue to be enforced according to the Consti-
tution.

Mr. STERLING. Mr. President—

The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from North Dakota?

Mr. CUMMINS. I do.

Mr. STERLING. I should like to ask the Senator from Towa
if the courts, in construing the yord “income,” would not take
into 1o::onssi(llemtion the usual and ordinary signification of that
word?

Mr. CUMMINS. I have no doubt of that, Mr. President.

Mr. STERLING. And the court would have recourse to a
standard dictionary, would it not, in construing that word?

Mr. CUMMINS. TUnquestionably; and not only so, but to the
common acceptation of the word and to the judiecial opinions, of
which there have been very many, in which the word has been
considered.

Mr, STERLING. If in the definition of the word “ income ™
as given in a standard dictionary the words “ gains and profits ”
are also given as synomymous with the term “ income” would
there be anything wrong in the use of those words in the sec-
tion to which the Senator refers?

Mr. CUMMINS. I do not think there would be, although
they would be wholly unnecessary.. But, of course, the point
I make has no reference to the use of the words “ gains and
profits.”

Mr. CHILTON. Mr, President, will the Senator allow me?

The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from West Virginia?

Mr. CUMMINS. I do. ’

Mr. CHILTON. I agree with the Senator that the Congress
can not add to nor take from the word * income ”; but it seems
Ec;nme the Senator has done injustice to the very language of the

Mr. CUMMINS. I have not pointed out my objection to the
clause I am seeking to strike out, for I have not been permitted
to advance that far.

Mr. CHILTON. Well, so far as the Senator has gone. Let
me offer this suggestion: On page 167, beginning in line 3, it is
provided that the “income derived from salaries, wages,” and
go forth, shall be included. It has to be income before it can
be taxed, no matter how it is derived. We could say that only
income from salaries or income from property or income from
interest should be taxed. We have simply mentioned certain
things; but they must be income before they can be taxed. We
use the very language of the Constitution.

Mr. CUMMINS. Of course, if that be true, Mr. President,
then it is simply saying in another way that these words are
entirely meaningless and useless; and I have never favored the
Introduction of words that can have no other effect than to con-
fuse, even though they have no material bearing. The Senator
from West Virginia [Mr. CHILTON], however, is not, as I view
it, quite accurate when he says that * income” as used in this
paragraph necessarily means such income as gains and profits,
in view of what is subsequently found in the paragraph.

Now, allow me to read a little further:

Or from professions, vocations, businesses, trade, commerce, or sales

or dealings in property, whether real or personal, growing out of the
ownership or use of or interest in real or personal property.

I was led to offer this amendment largely on account of a col-
loquy I had with the Senator from Mississippi [Mr. WiLL1aMs]
the other day, who seems fo have bhecome indifferent and who
does not regard the matter as worthy of his attention or pres-
ence. I reecall, however, the Senate to the collogquy that I men-
tioned a moment ago. I asked this question:

The Senator from Mississlppl must certainly understand what I am
tr%ring to say. If applied to a gcneral business, in which purchases and
sales take place and gains and profits are reckoned, I can very well
understand that the Senator from Mississippl {8 right, under the lan-

nage of this bill. But suppose 10 years ago I had bought a horse for

900, and this year I had sold him for $1,000, what would I do in the
way of making a return?

Mr. Winniams, I will tell the Senator precisely what he would do.

Mr. Coaaixns, I mean, what would other men do?

Mr. WiLLiaMs. I know; but what I mean is precisely what the Sen-
ator would do, or precisely what he ought to do. He bought the horse
10 years ago and sold him this year for a thousand dollars. That thou-
sand dollars Is a part of the Senator’s receipts for this year, and being
a part of his receipts, that much will go in as part of his receipts, and
from it would be deducted his disbursements and his exemptions and
various other things. ]

» L{rhguumss. Would the price I paid for the horse originally be de-
ucte

Mr. Winniams. No; because it was not a part of the transactions in
that year; but if the Senator turned around and bought another horse
that year, it would be deducted.

Mr. CuMMiNs, Mr. President, the answer of the Benator from Missis-
eippl has disclosed very clearly the weakness that I have been attempt-
ing to point out, :

I am not sure, Mr. President, and I do not assert, that these
modifying, qualifying, and explaining phrases will render the
effort of Congress unavailing. I do not assert that they must
necessarily be construed as unconstitutional. T do assert, hov-
ever, that we are putting the law in a jeopardy which may
easily be avoided. If the answer made by tlhie Senutor frowmy
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Mississippi to the question I propounded day before yesterday
is correct, then the law is unconstitutional.

Then there is an effort here to convert what is obviously prin-
cipal into income, and it was because the distinguished Senator
from Mississippi held that view of the paragraph that I intro-
duced the amendment that is now pending.

I do not intend to continue the argument further, I will
only say that I believe the words that are vsed here can per-
form mo usefnl function. I believe that in describing what is
to be taxed the words *mnet income™ are as comprehensive
and as complete as any words that can be found in the English
language, and therefore that we ought not to imperil or hazard
the bill by attempting to emphasize them or to explain them
or to enlarge them.

If the Senate will return to the paragraph immediately before
this—and it is typical of two other provisious in the bill, I
think—it will be seen that there is an effort to declare that
undivided profits in a corporation shall be rec’ ned as income
of the shareliolders. In my opinion that can not be accom-
plished in any such way. The undivided profits are not the
property of the shareholder, from a legal standpoint. Although
he may be in part the equitable owner of all the property of
the corporation, he is no more the eguitable owner of the undi-
vided proffis than he is the equitable owner of a share in all
the property of the corporation. I agree that there ought to
be some way of reaching these undivided profits; but just s=o
surely as you attempt bere to broaden the meaning of the word
“income ™ so as to make it include property that belongs to a
corporation which it might distribute to its shareholders, but
which it has not distributed, yon will imperil the bill and meet
disaster when you come to enforce it.

I pass now from the legal quesiion to another subject that is
clogely associated with it, and I reach a question of policy.
I come to the part of the commiftee amendment on page 1069.
I grant that here we are within the field of complete autherity,
so far as Congress is concerned. Congress can deduct from an

-income, in order to reach a taxable part of the income, anything
it pleases. It can deduct a guarter of it, or it can deduct a
half of it, or it ean deduct all of it. This, therefore, does not
relate to the constitutional authority of Congress,

I read from the committee amendment :

That in computing net income for the purpose of the mormal tax
there ghall be allowed as deductions: First, the necessary expenses
actually paid in carrying on amny business, not including personal, lv-
ing, or family expenses.

I have no objection to that, although I think there will be
vast difference of opinion in regard to the construetion or mean-
ing of the word * personal.” ,

fecond, all interest paid within the year by a taxable person on in-
debtedness.

I have cobjection to that. This whole paragraph is framed
upon the idea that the capital of the individual must be pro-
tected intact, must be preserved; that he can use any part of
the income he likes for the repair of the capital with which he
entered the year and have it deducted from the income. The
principle is wrong. It ought not to be in any income-tax law.
It is not a part of the purpose of an income-tax law to guar-
antee that the capital shall be maintained. If the capital is
lost, there will be a diminished income the following year upon
which to levy the tax; but the taxable income should not be
depleted by withdrawing from it a sum sufficient to maintain
the capital, unless the income arcse out of a business in which
the capital was employed.

Third, all national, State, county, school, and municipal taxes paid
within the year, not including those assessed against local benefits.

There can be no objection at all to that deduction.

Fourth, losses actually sustained during the year, incurred in trade
or arising from fires, storms, or shipwreck, and not compensated for by
insurance or otherwise.

This deduction is partly right and parily wrong—partly so
wrong that it is utterly indefensible.

Suppose I earned $20,000 a year in the practice of my pro-
fession, and during the same year I speculated upon the Board
of Trade in Chicago and lost $20,000, I would not taxable
at all under this provision.

]Lér. ’;\’ILLIAMS. How does the Senator arrive at that con-
clusion

Myr. CUMMINS. Simply because I have lost $20,000 in trade,
and it would not be compensated for by insurance.

Mr. WILLIAMS. Does the Senator call specalation in
futures trade?

Mr, CUMMINS. Certainly it is trade. Why, the very
organization through which it is earried on is called a board of

trade. It is trade in the most literal sense of the word.
Mr. WILLIAMS. It is no more trade than betting on a
horse race,

Mr, CUMMINS. I say it is trade. The Senator from Mis-
sissippi says it is not. But suppose I had bought 10,000 bushels
of cats from a farmer and had lost £5,000 on it. That would
be trade, would it not? I was not including the speculating
or the gambling idea in the suggestion I made a moment ago.
But it is trade as pure and simple as any other form of busi-
ness; and yet because I had lost a part of my capital in doing
a business that was entirely disconnected with the profession
out of which I earned my income, I could use a part of my in-
come to repair my capital and deduct it in my return.

There Is no equity in it. There is no reason in it. There is
no principle in it. As it seems to me, we onght to confine
losses in business or in trade to the losses in the business or
the trade out of which the profit or the income is made; and
we ought not to permit an income derived from one source to
be used for the purpose of paying either debts or losses incurred
in some entirely distinet business or trade.

Mr. BRANDEGEE. Mr. President——

The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from Connecticul?

Mr. CUMMINS, I do.

Mr. BRANDEGEE. I wish to ask the Senator whether, in
his opinion, the profits of speculation would be a part of the
income which should be taxed?

Mr. CUMMINS. TUndoubtedly; unguestionably. -

Mr. BRANDEGEE. Then why should not the losses incurred
be deducted ?

Mr. CUMMINS. There is no more doubt about it than that
two and two make four, I assume that the Senator from Mis-
sissippi was not serious in the comment he mada,

Mr. BRANDEGEE. My inquiry is, If the profits made from
the speculation which the Senator from Mississippi thinks would
not be trade would be a legitimate object of taxation as income,
why would not the losses incurred in the same speculation be a
legitimate deduction from income?

Mr. CUMMINS. They should be if the business, being reck-
oned up at the end of the year, shows a profit. Then it becomes
a part of the income and should be taxed. If it shows a loss,
there would be no income arising from it, and it should not be
taxed. But it is proposed here that if one iz engaged in that
sporadic business in which so many Americans are engaged, and
in which so large a part of onr incomes are dissipated, he can
take the profit or the income he has from some other vocation
or profession or trade and use that profit or income to make
good his losses in the speculation or trade to which we have
referred.

Mr. GALLINGER. Mr. President, if the Senator will permit
me, departing from the argument as to the purchase of stocks
in the market, how would it be if a man legitimately bought,
say, railroad stocks? As an iHustration, not long ago the stock
of the Boston & Maine Railroad Co. was selling at over 200 a
share. To-day it is selling at 63. Suppose a man bought a
thousand shares of it at the former price, would the loss he
sustained be a proper deduction?

Mr. CUMMINS. Undoubtedly, if it could be called “in
trade.” The general purpose of this paragraph is to insure the
capital of the person, so that at the end of the year the capital
will be as great as it was at the beginning of the year. There
are exceptions to that here; but that is the general idea of
the paragraph, and it is a false idea in the preparation of an
income-tax law.

Mr. SHIVELY. If his losses were actually greater than his
gains, there would be no net income.

Mr. CUMMINS. Yes; that is true. That is, if a man had
$100.000 of property at the beginning of the year and it was
destroyed In some fashion or other, or if he embarked it in
a venture of any kind and lest that property, even though he
had an income of $100,000 from some other source, he could
take the income from the other source and repair his losses of
capital and have no income. That is the purpose of the para-
graph. If you think that is right, you have expressed it
very well.

Mr. SHIVELY. Let us take the illustration the Senator has
just used. Sunppose he has $100,000, half of which is embarked
in buying and selling grain and the other half in buying and
selling live stock. Suppose in the grain business he loses $5,000
during the year and in the live-stock business he gains §5.000
during the year. Would the Senator say there was any net
income?

Mr. CUMMINS. I think there would not be.

Mr. SHIVELY. Then I de not understand the objection of
the SBenator to this particular clause of the bill.

Mr. CUMMINS. The objection is this: In the case just put
by the Senator from Indiansa, here is a bosiness in which a man
is engaged. At the end of the year it is to be ascertained
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whether there is any net profit growing out of the business. Of
course all the losses are considered, all the gains are considered,
and the result determines whether there is any income from the
business. But I put the case again: Suppose I am not in busi-
ness at all, but I have $100,000 a year coming to me from the
rent of property. I take $100,000 and invest it in a mine in
Utah, and during the-year I reach the conclusion that the mine
is not worth anything, I deduct that $100,000 from the $100,000
of rent I have received, and the result is that I am a man with-
out an income. If that is the real purpose of the framers of
the bill it is exceedingly well phrased.

Mr, SHIVELY. You would be without a net income for that
year, of course.

Mr. CUMMINS. T did not suppose it was intended to do
anything of the kind. In the case I have just pnt I did not
suppose it was intended fo guarantee a man’s capital and to
repair all the losses he might sustain in any venture into which
he might enter. I do not believe that is a fair foundation for
an income-tax law.

Mr. SHIVELY. But, Mr. President——

Mr. CUMMINS. If the Senator will permit me to proceed
just a little bit further, he will see the full scope of my views.

Mr. SHIVELY, Very well,

Mr, CUMMINS. We then come to debts:

Fifth, debts duoe to the taxpayer actually ascertained to be worthless
and charged off within the year.

Suppose 10 years ago a man had given me his note for
$100,000. I had thought it to be good. I had carried it as a
part of my principal, a part of my property. This year I have
an income of $100,000 arising from the practice of the law or
from rents or anything else, I discover this year that the man
who made that note, who has had nothing to do with my in-
come, who has not contributed in any way toward it, who is not
in any way interested in the business out of which my income
arises, has become bankrupt and that he never will pay the note.
I am permitted by this bill to deduct $100,000 from my income,
and again I am a man without an income, although I had just

. as much income as though the man had remained solvent. I

have simpiy lost a part of my capital or property, and it is pro-
posed here to repair that loss by deducting its amount from my
income. I do not mean now, of course, that it is repaired in
the sense of being made good, but it is repaired to the extent
of not making me pay a tax upon the income,

Mr. WILLIAMS. Will the Senator permit me to make a

suggestion?
Mr. CUMMINS. Certainly.
Mr. WILLIAMS. A part of the Senator's confusion of

thought grows out of the fact that he forgets that in all book-
keeping there is a debit side and a credit side. A man would
have nted among his eredits this note that he thought was
good, and that would go in as a part of his gross income. Now,
mind you, I say “gross income.” 'Then he ascertains that it
is worthless, and this provision permits him to charge it off
and deduct it; that is all.

It is just like the Senator’s horse illustration the other day,
which proceeded upon the idea that a man did not keep any
books, and that, when he got a thousand dollars for a horse, in
rendering his return for the receipts of $1,000 he did not also
debit himself with the fact that he had lost the horse. It was
the profit involved in the horse trade that was taxable, not the
total receipts for the horse.

Iere you are making a serious argnment that we should not
permit a man to strike off a worthless note after he has made
return of all his bills payable as a part of his income, or the
things that constitute a part of his income. You are really
altogether losing sight of the fact that there is another side to
the ledger.

Mr. CUMMINS. No, Mr. President; I am not. I am not in
the least confused about bookkeeping.

Mr. WILLIAMS. Any man would have a right to strike
off that note if he had put it on the other side of the ledger.

Mr. CUMMINS, Of course profits do not consist in the
difference between the amount of assets and the amount of
liabilities. A man might have $100,000 of assets and but
$10,000 of liabilities, and mnot have any income at all. The
Senator from Mississippi apparently forgets the way in which
people arrive at their profits or their losses.

Mr. GALLINGER. Mr. President, I had supposed, from a
casual reading of the bill, that the loss had to be sustained dur-
ing the year; but I infer from what the Senator says that it
may date back.

Mr. CUMMINS. Ob, it may date back indefinitely.

Mr. GALLINGER. As an illustration, a man abandons his
profession, as I abandoned mine, and turned over my books to
a collector, and he reports to me during the next year that he
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finds $6,000 uncollectible. Would that enable me to come here
ﬁrid say that I had sustained that loss under the terms of the
in?

Mr. CUMMINS. Certainly.

Mr, GALLINGER. I think that is extraordinary.

Mr. CUMMINS. The difficulty is, if I may agoin remind the
Senator from Mississippl about bookkeeping, that this provision
has in view men who are carrying on a business such as mer-
chandiging or banking or manufacturing. Those are the con-
ditions which are rveally covered, and accurately covered. I
have not a word of objection to the bill as it relates to such
enterprises, But when you come to apply the bill to nine meu
out of ten who will be called upon to pay a tax under it, it is
not aceurately adjusted to their affairs, nor is it expressed so
as to do justice to their affairs. When you come to profits and
losses and incomes, you can not group all the individuals of
this country under one rule. You must make some allowance
for the differences which exist in the way in which they earn
their incomes and in the way in which they expend their
incomes,

I proceed one step further:

Bixth. A reasonable allowance for the exhaustion, wear, and tear of
property arising out of Its use or employment in the business.

That is another effort, of course, to maintain the capital in-
tact; but see what endless difficulty you will confront in its
administration. A farmer in my own State, we will say, has
an income of more than $3,000. In making up his account he
must determine, if he can, to what degree the soil which he is
cultivating has been exhausted, and somebody will have to
make him an allowance for the depreciation caused by the ex-
haustion of the soil. That is true with regard to every kind of
property. While there is a certain justice in doing that and it
will be done among concerns which do keep an account of de-
preciation, and which do charge up every year a fair percentage
of depreciation, and in that way reach the amount of their
profits, so that they will have no difficulty about it, the ordinary
man will find it impossible to apply this clause to his affairs,
There ought to be a better considered provision to take care of

‘the great multitude of the people, nine-tenths of the people

who must pay and will pay the tax under this bill when it
becomes a law. ;

Of course, as to mines a maximum of depreciation has been
fixed. I have no objection at all to that. But I could stand
here and mention a hundred instances of depreciation which it
wiil-l be utterly impossible to ascertain or apply under this pro-
vision.

I say this without the least feeling against the provision. I
would vote for it just as it is if I had to, and it were separated
from the rest of the bill, so strongly am I in favor of levying
duties upon incomes. But when we are beginning this system it
seems to me we ought to begin it in the best possible way.

I shall have something more to say at a later time with re-
gard to the latter part of this paragraph when we come to con-
sider the payment of the tax at its source. I am in favor of
that principle; but there are a great many things here that
it seems to me will make the bill utterly unworkable, and in-
stead of simplifying the collection of the tax they will compli-
cate it, and possibly entirely defeat it.

There is one thing in regard to this provision that I might
as well say while I am on my feet, and it constitutes the real
fundamental defect in the bill, so far as principle is concerned.
I will point it out now, and at a later time I will point it out
again. The bill provides, substantially, that those who have
incomes of less than $3,000 shall not pay a tax. I am satis-
fied at the present time with that limit, and I would not
vote to reduce it at this time. But there is incorporated her#
a provision for taxing the earnings of corporations. I have
no objection to that, but the men and women in this courms
try who have an income of less than $3,000 a year and who de-
rive all of it or a part of it from the dividends of corporations
which are taxed are compelled to pay the income tax exactly
as though they bhad an income of wore than $3,000 a year. It
is unjust, it is uneqgual, and it ought in some way to be
remedied. We have assumed here that a man might well take
his first $3,000 and use it for the general purposes of life, for
the training and education both of himself and family; but
with respect to every one of them who derive a part of their in-
come or all of it from the dividends of corporations they are
compelled to pay this tax, are they not?

Mr. WILLIAMS., How are they compelled to pay it?

Mr. CUMMINS. They are compelled to pay it hecause the
corporation pays the tax on the entire income of the corpora-
tion, and that reduces the dividends paid to these people by just
the amount paid in the way of the income tax.
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Mr. WILLIAMS. Mr. President, the Senator’s answer to my
question bas disclosed what I wanted to bring out. In other
words, instead of meaning.that the bill taxes those people, he
means that the corporations are able to shift their tax.

Mr. CUMMINS. So they are.

Mr. WILLIAMS, I should like to know if there is a tax in
the world, except a poll tax, that can not be shifted.

Mr. CUMMINS. The Senator from Mississippi has misunder-
stood me. Of course, the corporation very often passes on its
entire tax. That unfortunately is true. I do not know of any
way in which to prevent it. I am not complaining at this mo-
ment of the tax that is passed on. I am complaining of this.
As an illustration, suppose I stand with an income of less than
$3,000. It is the policy of this bill that my income shall not be
diminished by a tax levied by the General Government. If I
have that income as an employee of the corporation, it goes free.
It is not affected by any tax levied upon the property of the
corporation. I get my pay and I am permitted to spend it in the
way that seems to me wise. Now, suppose that I have an in-
come of $2,900 from the same corporation, derived as dividends
on stocks that I hold in the corporation, the 1 per cent is taken
from that dividend and I receive just 1 per cent less than I
would have received if the tax had not been levied.

Mr. WILLIAMS. It is taken'from the dividends by whom?

Mr. CUMMINS. It is taken from the dividends necessarily
by the corporation. It is first taken from the corporation by the
Government. Here is $100,000—

Mr. WILLIAMS. That is just what I said a moment ago.
The corporation shifts the tax.

Mr. CUMMINS. No; here is $100,000 which the corpora-
tion has earned and is applicable to the payment of dividends.
We will suppose that it is the entire net income of the corpora-
tion. It is to be distributed among its stockholders, but before
it is dQistributed 1 per cent is deducted and paid to the Gov-
ernment of the United States, and therefore 1 per cent less
than would have been paid to me is paid to me, It is all that
I am entitled to.

Now, I make no ohjection to the payment on the part of the
corporation, but I do say we ought to provide some way in
which the man who has an income of less than 3,000 should
not bear that tax.

Mr. WILLIAMS. How can you do that?

Mr. CUMMINS. There are two or three ways in which it
can be done. It can be done either through segregation by the
corporation under proper provisions, or it can be done by add-
ing to the bill a paragraph that, in the case of every man whose
income is derived in whole or in part from the dividends of
a taxed corporation and is less than $3,000, upon application to
the Government the Government will reimburse him t_or the
deduction that has been made from his part of the earnings of
the corporation. It can be done in either of those ways, and will
be if justice prevails.

But I had not intended to enter upon that subject. I have
it very much at heart, and when we reach that part of the
bill T intend, if I can, to offer an amendment that will set
forth my views with regard to that particular matter.

Mr. SUTHERLAND. Before the Senator leaves the matter
of a corporation tax, I wish to say that I think perhaps most
of the States in the Union in one form or another impose a fax
upon corporations as such. It is not always measured by the
income, Sometimes it is measured by the amount of the capital
stock, It is measured in various ways; but it is a special tax
upon the corporation, because it is recognized that the right to
do business in corporate form is a very valuable right and that
jt is more beneficial to the stockholder in the great majority
of cases to have an investment in corporate form than it is to
have it in some individual form.

Now, I ask the Senator whether or not a tax of this kind,
although it is imposed by the General Government, can not
be justified upon the same theory that it is a tax upon the fran-
chise of the corporation, upon the right of the stockholders to
do business in a corporate form, which is a valuable right.

Mr. CUMMINS. I am not complaining of the tax upon the
corporation; I have always thought there was a better way of
reaching that result; but I am not concerning myself about it
now. I want to remind the Senator from Utah that we estab-
lish a policy here that the men who get less than $3,000 ought
not to pay any part of this income tax either nominally or
actually. That proceeds upon the theory that they can make
better use of their incomes than to pay the expenses of the Gov-
ernment of the United States. Now, it does not make any differ-
ence whether the incomes are derived from the stocks of corpo-
rations or whether they are derived from salaries from corpo-
rations, the men who get the money need the money just the
same.

Mr. SUTHERLAND. Mr, President, there is this difference :
The man who derives an income from an investment in a cor-
poration gets it with less effort than he does if he has to work
for it. He has the advantage of having his money in a cor-
poration which has certainly very valuable rights. For ex-
ample, he has one of the most valuable rights, namely, that he
can not be sued beyond the extent of his investment in the
corporation. He can not be held responsible for the debts of
the corporation as he could be if it were a partnership or in
some other form of association.

Mr. CUMMINS. I think that consideration does not enter
the question I am discussing at all. Suppose one man gets
$2,850, we will say, as dividends from a corporation. Another
man gets $2,900 as rents from real estate. Out of the former
there has been taken 1 per cent. Out of the latter there is
taken nothing. I assume that-the labor of receiving it is not
much greater in one case than in the other. It matters not
that the corporation may have a valuable franchise; however
valuable it was, its dividends did not result in giving this par-
ticular man more than $3,000, and therefore he ought to be
able to hold his place among the untaxed.

I have consumed much more time than I intended, Mr.
President, and I apologize for it. I rose simply to suggest the
desirability of removing from this paragraph some dangers
which I think are in it and the removal of which would not
weaken it in the slightest degree, but rather fortify it against
assaults that may hereafter be made upon it.

Mr. SUTHERLAND. Before the Senator takes his seat, he
referred to another paragraph, and if I understand it I entirely
agree with the Senator’s position. It is the clause on page 169:
deh%;ee'm!ﬁm interest paid within the year by a taxable person on in-

If I understand that, it would result in this sort of a situa-
tion : Here is one man, for example, who has purchased a home.
He has given a mortgage upon it for its price or a large part
of it, and is paying, let us say, $1,000 in interest. Under this
bill that would be deducted from his net income. But if his
neighbor has rented a house, and instead of virtnally paying
what the firsi-named man does in the form of interest he pays
directly $1,000 rent. He gets no deduction whatever, and yet
the situation of the two is to all intents and purposes precisely
the same., One has made a purchase and is paying interest
which virtually amounts to rent. The other has not made a
purchase, but pays the rent direct. One gets the exemption and
the other does not.

Mr. CUMMINS. I think the conclusion of the Senator from
Utah is correct. It is simply another illustration of the fact
that the bill was composed to meet the conditions of organized
business, such as merchants and manufacturers, and is not well
fitted to meet the situation as it actually exists,

I do not intend to call for the yeas and nays upon my amend-
ment. I know how futile it would be, and I have no desire to
inconvenience the Senate. I offered it because I wanted to
make my own position in the matter entirely clear.

Mr. WILLIAMS. Mr. President, I will ask for a vote.

The VICE PRESIDENT. The question is on agreeing to
the a;nendmant proposed by the Senator from Iowa [Mr. Cua-
MINS].

The amendment was rejected.

The VICE PRESIDENT. The question is on agreeing to
the amendment of the Committee, on page 167, lines 18 and 19,
inserting the words “ or upon surrender of the contract.”

The amendment was agreed to.

The next amendment of the committee was, on page 167,
after line 19, to strike out the following :

That in computing net Income for the purpose of the normal tax
there shall be allowed as deductions the necessary expenses actually
incurred In car on any business, not including personal, living,
or family expenses; all interest accrued and payable within the year
by o taxable person on indebtedness; all National, State, eounty, school,
and municipal taxes asecrued within the year, not Including those
assessed against local benefits; losses actually sustained during the
year, incurred in trade or arising from fires, storms, or shipwreck, and
not compensated for by insurance or otherwise; debis actually ascer-
tained to be worthless and charged off during the year; also a reason-
able allowance for the exhaustion, wear and tear of property arisin
out of its use or employment in the business, but no ﬂe&uetlon shaﬁ
be made for any amount of expense of restoring property or making
good the exhaustion thereof for which an allowance is or has been
made ; no deduction shall be allowed for any amount paid ont for new
buildings, permanent improvements, or betterments, made to incrcase
the value of any property or estate; the nmount of income received or

ble from any source at which the tax upon such income, which is
or will become due, under the provisions of this section, has been
withheld for payment at the source In the manner hereinafter pro-
vided, shall be deducted; but in all cases where the tax upon the

sha
annual gains, profits, and incomes of a person is required to with-
, If such annual

held and paid at the source as hereinafter proviad
income, except that derived from interest om corporate or United
Btates indebtedness, does not exceed the rate of $4,000 per annum, or
if the same is uncertain, indefinite, or irregular in the amount or time
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during which it shall have accrued, and is not fixed or determinable,
the same shall be included in estimating net annual income to be em-
braced in o personal return; also the amount received as dividends
upon the stock, or from the met earnings of any corporation, joint-
gtock company, assoclation, or Insurance company which is taxable
upon its net income as hereinafter provided shall be deducted.

And in lieu thereof to insert:

That in computing net income for the purpose of the normal tax
there shall he allowed as deductions: First, the necessary expenses
actually paid in carrying on any business, not !ncludlngh personal,
living, or family expenses; second, all interest paid within the year by
a taxable person on indebtedness; third, all national, State, county,

school, and municipal taxes paid within the year, not including those
assessed agalnst local benefits; fourth, losses m:ctus.lly sustained dmi‘igzg
or 8

the ;car, incurred in trade or arising fires, stf.-rms‘i

wreck, and not compensated for by insurance or otherwise; fth, deb
due to the taxpayer actually ascertained to be worthless and charged
off within the year; sixth, a reasomable allowance for the exhaustion,
wear, and tear of property arising out of its use or employment in the
bu.slness,} not to exceed, in the case of es, per cent of the
gross value at the mine of the output for the year for which the com-
putation is made: Provided, That no deduction shall be allowed for any
amount paid out for new buildings, permanent improvements, or better-
monts made to increase the value of any property or estate; seventh,
the amount received as dividends upon e stock or from the net
earnings of any corporation, joint-stock company, association, or in-
surance company which is taxable upon its net income as hereinafter
provided ; elsﬁl:;% the amount of income, the tax upon which has been

d or with from payment at the source, under the provisions of
his section: Provided,

That whenever the tax upon the income of a
person is reguired to be withheld and paid at the source as herein-
after required, if such annual income does not exceed the sum of $3,000
or is fixed or certain or is indefinite or irregular as to amount or
time of accrual, the same shall not be deducted the personal return
of such person.

Mr. STERLING. Mr. President, I do not rise to propose any
amendment, but simply to make a suggestion called out by a
statement made by the Senator from Iowa [Mr. CumMINS].
It is in regard to the exemptions on account of losses incurred
in trade, and so forth. The question was raised as to whether
it would include losses in speculation on a board of trade. I
am inclined to think that under the definition of “trade” it
would include losses thus sustained, and the guestion is whether
we want to exempt losses thus incurred.

I call the attention of the Senator from Mississippl simply to
the definition of the word “ trade,” so that he will see how the
proposition stands:

Trade comprehends every sSpecies of eschange or dealing, either in
the ﬁ)roﬂuce of land, in msanufactures, in bills, or in money; but It is
chiefly used to denote the barter or purchase and sale of goods, wares,

and merchandise, either by wholesale or retail

And so forth.

1t seems to me that under this very broad and comprehensive
definition it might include trade on a board of trade and the
exemption would pertain to a loss sustained on a board of trade.

If the language could be qualified by some such expression
as “losses incurred in legitimate and ordinary trade pursued
by the party,” or equivalent words, it seems to me that it
would be better than the broad expression used.

Mr. WILLIAMS. Mr. President, all net income comes from a
comparison of receipts and losses, There can be no other way
of arriving at a net income except by comparing gains and
losses., If a man lost a certain amount of money during the
vear, no matter how he lost it, he ought not to be compelled to
put it in as a part of what he still has. If two men bet upon a
horse race, so far as that is concerned, during the year and one
of them lost*$100 and the other gained $100, the man who has
the hundred dollars would have to take heed of it in computing
his net income, and the man who lost it would take heed of the
loss in computing his net income. So far as I can see, you can
not arrive at net income except by taking what comes in and
what goes out.

Mr. STERLING. Baut, if the Senator will permit me——

Mr, WILLIAMS. Allow me to add just this: I think this lan-
guage would have been more easily understood if, instead of
using the word “ deductions ” here, we had used what it really
means, namely, that in computing net income for the purpose of
the normal taxpayer he shall be allowed to return such and
such things. I think that is where the confusion comes in, if I
understand at what the Senator is aimiuﬁ.J

Mr. STERLING. This is the way in which it occurred to me:
Here is & man who, under the protection of the Government, has
an enormous income for which he would be taxable under this
proposed law, but he squanders all that income or more in
speculation, in illegitimate trade on the board of trade. The
question In my mind is whether he ought to have the privilege
of deducting from his income the losses thus sustained.

Mr. WILLIAMS. Mr. President, a squandered income is no
income. If it was squandered during the year of the computa-

tion, it does mot make any difference how the man lost it.
,Take this sort of a ease, for example: The Senator from South
Dakota and the senior Senator from Iowa seem to be worried
a good deal about the losses of a man in something else. The

Senator from South Dakota seems to have the idea in his mind
that if a man was both a farmer and a lawyer he ought to keep
two separate income aeccounts, and that what he lost as a
farmer ought not to be charged up against what he gained as
a lawyer, or vice versa, as well as I could understand him; and
he seems to be very much worried about a part of a man’s
capital, if it were lost, being permitted to be charged off.

Now, take this sort of a case: I am practicing law, let us say,
and I get $10,000 during the year from that practice, and during
the same year I lose $5,000 in my agricultural pursuits. My net
income, therefore, so far as that is concerned, is £5,000. Sup-
pose that my house, which is worth $5,000, burned down; sup-
pose the house burned by no fault of mine; that I had no in-
surance upon it; and I take my $5.000 and pay it out during
that identical year to build a new house, If all three of these
things happen in the same year, I have no net income at all;
nor ought I to be charged with any.

Mr, STERLING. Mr. President, I grant that in the case sup-
posed by the Senator from Mississippi he should not be charged
with any net income, because his losses were sustained in a
legitimate business—in a commendable business. But in the
other case the loss has not been sustained in that kind of busi-
ness at all; but, whether a man having earned $10,000 as a
lawyer or as a physician, should be allowed to offset against.
or deduct from that income of $10,000 that which he has lost in
speculation on a board of trade, is the question.

Mr., WILLIAMS, Mr. President, the object of this bill is to
tax a man's net income; that is to say, what he has at the end
of the year after deducting from his receipts his expenditures
or losses. It is not to reform men’'s moral characters; that is
not the object of the bill at all. The tax is not levied for the
purpose of restraining people from betting on horse races or
upon * futures,” but the tax is framed for the purpose of mak-
ing a man pay upon his net income, his actual profit during
the year. The law does not care where he got it from, so far
as the tax is concerned, although the law may very properly
care in another way.

Mr, STERLING. If the Senator will permit me, suppose a
man has made $10,000 legitimately in a legitimate business or
profession; the inspector or collector knows that; and a tax
is levied because of that income, or it is attempted to be levied,
and the man says, “I lost $10,000 in a poker game,” what then?

Mr. WILLIAMS. Suppose, in other words, that at the time
the computation of his tax takes place he has not a red cent of
profit or income during that year, no matter how it occurred?

Mr. SMOOT. Some one must have won what the other man
lost in the poker game,

Mr. WILLIAMS. By the way, it is suggested to me that
one man has gained what the other has lost, and that the win-
ner might be taxed on his winnings, so the Government would
not lose anything.

Mr. WEEKS. Mr. President, I should like to ask the Senator
from Mississippl to give me his opinion on a case which I will
put to him. Suppose a man has a hundred thousand dollars in
‘stocks, which are worth par; that they are selling at that price;
and a dividend of 5 per cent is paid on them; in other words,
he gets $5,000 income from his investment, he earns $35,000 from
his personal efforts during the year, and his income is $10,000
for that year; then suppose his stocks depreciate in value
$10,000, has he any net income for that year?

Mr. WILLIAMS. I never thought about that, but I do not
think that cuts any figure because the depreciation in the value
of the stock is not like a depreciation by reason of the wear
and tear arising out of the use of property. A man’s income
would still remain an income regardless of the value of lis
property. My plantation this year might yield me, say, $3.000,
and next year the same plantation might yield me $4,000 or
$2,000; my income would be measured by what the plantation
yielded me and not by the value of the plantation. Meanwhile
the property might go up in value or it might' go down in
value. That would have nothing to do with the income, nor
would - the value of your stock in the market have anything to
do with the dividends which you receive upon your stoclk.

YWhile I am talking upon that subject, there is another® point
that occurs to me, and that is what the Senator from Towa [Mr.
Cuaains] went over a few moments ago. If the Senator from
Towa can invent any way under the sun of preventing the shift-
ing of taxation, he is the wisest man who has lived since Solon
died. 'The SBenator seems to think that you ounght to give a
bounty to people who have less than $3,000, provided their in-
come comes in the shape of dividends in corporations, because
when the corporation was taxed the corporation reduced the
dividends. It may be that the corporation did, and it may be
that it did not, but I am going to suppose first that it did. Sup-
pose it did shift the tax in that way, do you imagine that the man
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who works for a salary for that corporation will not have a part
of it shifted on him, too, in the way of not raising his wages as.
much as they otherwise wounld have been raised? Do you sup-
pose that the merchant or the lawyer who pays the income tax
is not going to make it up somehow in the price of his goods or
in the price of his services, if he can do it, if the demand and
supply of the market for the goods or for his peculiar sort of
ability enable him to do it? And absolutely it is proposed to
give the man with less than $3,000 a bounty because a corpora-
tion has shifted its tax to him.

Mr. WEEKS. Now, I want to submit an additional inquiry
to the Senator from Mississippi, relating to the case which I
have already submitted to him, and that is: Suppose at the time
those stocks were selling at 10 per cent below what they were
selling for the previous year, I sold them for $10,000 less than
they were priced at the year before, is that to be deducted from
my income?

Mr. WILLIAMS. I think not. That is a mere change of
capital and principal from stocks into money.

Mr. WEEKS. It seems to me that it would be deduected.

Mr. WILLIAMS. Do you mean that in casting up your ac-
counts and arriving at your gross income, you do not count that?
Of course, you would count it as you would count any money
that you got from any source, but you would charge against it
also what was regarded as the value of the stock.

Mr. WEEKS. It seems to me, Mr. President, that it would
be a shrinkage of my principal; and, under the reading of this
bill, T am not sure but what that loss of principal could be
deducted against my income, so that there would be no taxes.

Mr, WILLIAMS. Under what clause of the bill? What
provision of it do you mean? Does the Senator refer to the
depreciation clause?

Mr. WEEKS. Yes.

Mr. WILLIAMS. Oh, no. It says:

Sixth, a reasonable allowance for the exhaustion, wear and tear of
property arising out of its use or employment in the business.

That could not possibly refer “to stocks.

Mr. CUMMINS. Mr. President, in response to the suggestion
just made by the Senator from Mississippi, let us see how we
stand. Ie says that a man at the end of the year sits down
to make up an account to see whether or not he has any net
income. If he is a merchant, he takes an inventory of his
goods; if they are worth less than they were the year before,
they are marked down, and the market value of that property
is entered upon the books in order to show whether or not he
has made a profit during the year. According to the Senator
from Mississippi, the same thing would happen with a lawyer.
He sits down at the end of the year and puts on one side of
the account all he has taken in, all his profits, and he puts on
the other side all his losses. If his losses are to be reckoned in
the same way that the merchant's losses are reckoned, then,
of course, the depreciation of all the property that he may own,
if there be a depreciation, must also be entered upon the books.

That shows, Mr. President, that, while the Senator from
Mississippi is right with regard to ascertaining the profits and
net income of business, he is not right, and the bill does not ad-
just itself to the ascertainment of net income of individuals
who are not in what is ordinarily known as business.

Mr. WILLTAMS. What is the Senator complaining of—that
they ecan not charge off anything to depreciation account, while
the merchant can?

Mr. CUMMINS. I do not think they ought to be permitted
to charge off depreciation of their property.

Mr. WILLIAMS. Well, that is a different proposition. I
supposed that probably the Senator thought the lawyer also
ought to be allowed to do it, and that we also should be allowed
to charge the depreciation in our mental faculties, which would
be pretiy hard to estimate. [Laughter.]

Mr. CUMMINS. I am not. I am speaking against the prin-
ciple, ?

Mr. WILLIAMS. I do not know but that the Senator is
right about the general idea that no depreciation oughtf to be
allowed to be deducted. There may be something in that sug-
gestion, but it has been almost the uniform policy of all income-
tax laws to permit it.

Mpr. CUMMINS. I simply want to record my protest against
that principle.

Mr. STERLING.
the desk.

The VICE PRESIDENT. The amendment will be stated.

The SECRETARY. On page 169, line 15, it is proposed to strike
out the words “in frade” and insert * by the taxpayer in the
pursuit of any ordinary and legitimate trade or business.”

I offer the amendment which I send to

Mr. STERLING. If the amendment were adopted, {he provi-
sion would read: -

Losses in 3 r -
Ot tf-gégegrhgugﬁ; st:xpn}cr in the pursuit of any ordinary and

Mr, WILLIAMS. In other words, you are going to count the
man as having money which he has not got, because he has lost
it in a way that you do not approve of.

Mr. STERLING. And I think rightly so.

Mr. SMOOT. Mr. President, I should like to ask the Sen-
ator what becomes of the man who is a broker and whose
whole business is dealing upon the stock exchange? Does the
Senator think that he ought to be taxed upon his income: and,
if so, should not that man be allowed to deduct whatever loss
he may incur in that particular line of business?

Mr. STERLING. I think so, because I think the business of
the broker, asa general proposition, is a legitimate business; but
the amendment would exclude losses sustained in stock and
grain gambling; that is the idea.

Mr. SMOOT. The Senator differentiates, then, between the
broker who does nothing else but follow that business and the
man who does it “on the side??

Mr. STERLING. Obh, no. A man may occasionally engage in
the brokerage business, and, taking a particular deal, it may be
perfectly honest and legitimate; or he may be a regular broker
engaged continuously in a business which is legitimate. My
only object in suggesting this amendment is to prevent, if it can
be done, what might be termed the setting off of a loss in a
strictly gambling operation. :

Mr. McCUMBER. Let me ask the Senator a question right
there. If the sueccessful party in the gambling operation—and
I always supposed that what one man loses the other man gaing
in a straight gambling contract—makes $10,000, would not the
Senator charge it up to him as taxable income?

Mr. STERLING. I do not know but that I would; and I do
not think there would be any injustice or wrong in doing so.

Mr. McCUMBER. Very well. Then, if the Senator taxes him
once upon that, why should he seek to tax that same $10,000
twice, both to the man who lost it and to the man who gained it?

Mr. STERLING. The same supposition might be made in
other cases, so far as that is concerned. You do not always
avoid double taxation.

The VICE PRESIDENT. The question is on agreeing to the
amendment proposed by the Senator from South Dakota [Mr.
STERLING].

The amendment was rejected.

The VICE PRESIDENT, The question recurs on the amend-
ment reported by the committee.

The amendment was agreed to.

The reading of the bill was resumed.

The next amendment of the Committee on Finance was, in
section 2, page 170, at the beginning of line 22, to strike out
the letter “ C.”; in line 25, after the word “ possessions,” to
strike out “ the principal and interest of which are now exempt
by law from Federal taxation,” so as fo read:

That in computing net income under this section there shall he ex-
cluded the interest upon the obligations of a State or nng Eolitlml gub-
division thereof, and upon the obligations of the Unite tates or its

ssessions ; also the compensation of the present President of the
Inited States during the term for which he has been elected, and of the
judges of the supreme and inferior courts of the Unifed States now in
office, and the compensation of all officers and cmployees®of a State or
any political subdivision thereof. -

The amendment was agreed to.

The next amendment was, in section 2,
6, to strike out:

D, That there shall be deducted from the amount of the net Income
of each of such persons, ascertained as provided herein, the sum of
$4,000: Provided, That only one deduction of $4,000 shall be made
from the aggregate income of all the members of any family composed
of one or both parents and one or more minor children, or hiusband and
wife, but if the wife is living Eernmnemly apart from her husband she
may be taxed independently; but guardians shall be allowed to make
ded{mtion in favor of each and every ward,”except that In case where
two or more wards are comprised in one family and have joint prop-
grt%o 1ntere§ts the aggregate deduction in their favor shall not exceed

4,000 ; an

And insert:

C. That there shall be deducted from the amount of the net income
of each of said gersons, ascertained as provided herein, the sum of
£3,000, plus $1,000 additional if the person making the return be a
married man with a wife, living with him and being herself not tax-
able under the income-tax law, or plus the sum of $1,000 additional if
the person making the return be a married woman with a husband
living with her and being himself not taxable under the income-tax
law; but in no event shall this additional exemption of $1,000 be de-
ducted by both a husband and a wife. If the person makiog the return
ghall be a married man or a married woman there shall an addi-
tional exemgtton of $500 for each minor child Hvlnﬁ with and depend-
ent upon the taxable parent, but the total exemption on account of
children shall not exceed $1,000: Provided, That the additional ex-
emption or exemptions for children shall operate only in the case of

page 171, after line
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one parent in the same family, and that the total exemption®on ac-
count of children shall apply to a widow or a widower with a minor
or dependent child or c}:ﬁdren: Provided further, That where both
parents are taxable under this act because of having more than $3,000
of net income each the exemption on account of the children herein-
before provided for shall not apply to elther.

Mr. BRISTOW. I ecall attention to the words beginning in
line 25, on page 171, reading: [ Ry

n e refurn
e e e DU sl tonr Rimeat?
not taxable under the income-tax law.

Does that presume that a married woman with an income has
a husband whom she has to support and therefore there ought
to be an exemption because of that burden upon her?

Mr. WILLIAMS. It presumes that where she has the money
she ought to pay the tax. The object of it, Mr. President—not
to follow up the form of the Senator’s question, which would
lead me into digressions—was simply this: The House framed
its bill upon the theory that $4,000 was a reasonable amount, in
its opinion, for an American family to live upon, with a proper
standard of living, and that a sum below that ought not to be
taxed. When it eame to us in that shape we concluded that
that was true if you were going to take the family as a basis.
The House bill provided that the husband and wife should be
taxed as one. We provide that the man and woman shall be
taxed just as if they were two men or two women. Then we
give this $1,000 additional to make the family exemption
$£4.000; but if both husband and wife are taxable, each has an
exemption of $3,000 already, and therefore we do not give two
taxable persons, being man and wife, in one household the
$1,000 additional exemption. They have $6,000, to wit, $3,000
apiece. That is the reason that was put there.

Mr. BRISTOW. I do not think the Senator fully understood
Just what my objection was.

Mr. WILLIAMS. Possibly not.

Mr. BRISTOW. T believe that if the man has a wife to sup-
port the exemption on the married man should be a thousand
dollars more than on the unmarried man, but I do not believe
the woman ought to have an exemption of a thousand dollars
more because ghe happens fo have a husband. I think the
husband ought to be able to take care of himself.

5 Mr. WILLIAMS. I think she needs it a lot more than he
0es.

Mr., BRISTOW. It seems fp me the Senator is encouraging
indigent husbands.

Mr. WILLIAMS. No; no more than I am encouraging
indigent wives.

Mr. BRISTOW. I do mnot agree with the proposition an-
nounced by the Senator.

Mr. WILLIAMS. My object is to give the family $4,000 in
any event where a man and wife are living together as man
and wife, but I did not want to give them $7,000. If both of
them are taxable persons and each one had a right to an exemp-
tion of §3,000, if T had given the additional $1,000 that family
would have gotten $7,000 of exemption. In other words, in addi-
tion to $3,000 to each as a person, they would have received
$1,000 as a family.

Mr. BRISTOW. My view of the matter, I take it, is differ-
ent from the Senator's view, Where the husband has an income
of $4000 I think no attention should be paid to the income
of the wife, I do not care what it is; and if her income is
$3,000 I do not believe she ought to have an additional $1,000
exempted because she happens to have a busband. I am op-
posed to permitting the wife to deduct the extra thousand dol-
lars because of the presumption that she has -to support her
husband.
] Mr. WILLIAMS. We did not put it upon the-ground that

the presumption was that she had to support her husband, nor
did we put the additional exemption of a thousand dollars in
the husband’s case on the ground that he had to support his
wife. We put it upon the ground that a family in any event,
if either of them is taxable, ought to have an exemption a
thousand dollars greater than a single person not in a family.
Itg o’g.her words, we have tried to make the family the basis of

e tax.

Mr. BRISTOW. DMr. President, in order to express my views
I move to strike out of the amendment on page 171 all of line
25 after the word “law ™ and the comma, down to and includ-
ing the word * wife,” in line 4, page 172. That will strike out
the part of the amendment which permits the wife to deduct
from her net income a thousand dollars because she happens to
have a husband.

The VICE PRESIDENT. The question Is upon agreeing to
the amendment proposed by the Senator from Kansas to the
amendment of the committee.

The amendment to the awendment was rejected.

Mr. NORRIS. Mr. President, I move to strike out, on page
172, the last two words of line 7 and all of line 8, being the fol-
lowing words:

But the total exemptlon on account of children shall not exceed

»

I should like to inquire of the Senator from Mississippi why,
in the opinion of the committee, the exemption of $500 for each
minor child supported by the head of the family, who has the
income, should be limited to two? What is the theory of the
committee—that the man with two children should be entitled
to $500 exemption for each one of them, and the man with three
children should not be entitled to any more of an exemption?

Mr. WILLIAMS. Of course when you take an arbitrary line
to stop or start with, in the case of anything, it is utterly im-
possible to give a logical reason for it, except that we wanted
to limit somewhere the amount of exemptions to which the
family would have a right; and it was thought that a thousand
dollars was enough, in addition to the $4,000, to constitute the
exemption on account of children. In other words, if a man
had $3,000 a year that was exempt, and then had another thou-
sand dollars on account of the fact that he was married, making
$4,000, and then had another thousand on account of the fact
that he had children, that would be $5,000, which was as much
as we cared to have exempted from taxation to any one family.

It is possible under this bill that a family might have $6.000
exempt; but, if so, it would be because the husband was a
taxable person with an income of over $3,000, and the wife
was a taxable person with an income of over $3,000.

I will say to the Senator in all frankness that as far as I
am personally concerned I should not object if the exemption
from taxation were $500 for each child, with a limitation larger
than this, but there must be a limitation somewhere. Surely,
if a man happened to have 10 children, you would not want to
give him an exemption from taxation of $5,000 on account of the
children; because the Senator knows, as I do, that the expense
of taking care of a family does not grow in arithmetical propor-
tion with the increase in the number of children. It is not
much more expensive to take care of three or four children in
a family than to take care of two, because the maintenance of
the husband and the wife and the household expenses and a
great many other charges are in common in both cases. But we
thought we ought to fix a limit somewhere; and the committee,

‘'as well as the Democratic Party in conference assembled, con-

cluded that a thousand dollars was a sufficient amount to allow
for exemptions on account of children.

Of course I could not give any logical reason why you should
stop at two any more than at three, or at three any more than
at four; but the business reason which we had in mind was
about what I have stated.

Mr. NORRIS. Mr. President, I am very much obliged to
the Senator from.Mississippl for his very candid explanation,
I believe the Senate committee has improved upon the House
bill in this particular respect, at least. It appeals to me that the
man who is married and has a wife ought to have a greater
exemption than the unmarried man. It appeals to me that the
man who is raising children ought to have more of an exemp-
tion than the married man who is not raising children. 8o in
this particular part of ithe bill the theory upon which the com-
mittee acted has always appealed to me, with the one excep-
tion of this limitation.

The Senator knows, and it is common knowledge, that the
ordinary family of the ordinary person has, and ought to have,
more than two children. There ought to be encouragement
given for larger families than two children, at least. If $4,000
is a sufficient exemption for an entire family, the Senator counld
meet the difficulty by making the amount of exemption for
each child a less amount than £500.

It seems to me there ought to be no limitation, however.
It is not very much of a concession if you concede that much
to the men and the women who are raising families and per-
petuating the race and continuing the stability of the country.
If there is to be an exemption, it seems to me that the man who
is raising four or five children is more entitled to it than the
man who is raising only two.

I do not believe the Senator's argument is well founded as
far as this particular limitation is concerned. As far as I am
concerned, I should like to take off the limitation entirely.
But if you do not feel like taking it off entirely, as my amend-
ment would, at least extend it to the ordinary-sized family
that we would like to see and do see exist in the ordinary run
of life.

Mr, OLIVER. NMr. President

The VICE PRESIDEXT. Does the Senator from Nebraska
yield to the Senator from Iennsylvania?
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Mr. NORRIS. T yield to the Senator.

Mr, OLIVER., I'will add tc what the Senator says that this
concession amounts to only $5 a year for each child, and I do
not think $3 is too much bounty or premium to offer for each
additional child. In faet, I think it would be good policy for
the Government to offer more than that to encourage the propa-
gation of liberal-sized families throughout the land.

Mr. NORRIS. I believe that is right.

Mr. WILLIAMS. In other words, stop race suicide; but let
us do it in a separate bill.

Mr. NORRIS. The Senator knows that particularly on that
subject it would be difficalt to get a bill this far along in the
parliamentary situation.

Mr, WILLIAMS. Yes. 2

Mr. NORRIS. The opportunity is here, now. If it is right
to do it, let us do it. Here is the place, and this is the time.

Mr. WILLIAMS. Seriously, Mr. President, and laying
aside——

Mr. NORRIS. I want to say to the Senator that in offering
this amendment I am serious.

Mr. WILLIAMS. Obh, I know the Senator is; but I meant
“bheing serious.”

Mr. NORRIS. I am serious, and I think the Senator ought
to be. ]

Mr. WILLIAMS. When I say *seriously,” I mean that I
intend to be serious, not that the Senator does. He is always
serious. But, seriously, this exemption was not put here for
the purpose of encouraging families to have children. It was
put here because we thought a man with two children to take
care of ought not to be taxed at the same rate as a man with-
out children.

Mr. NORRIS. Then why tax the man with three children
the same rate as the man with two?

Mr. WILLIAMS. We were trying to adapt the tax to the
ability of the taxpayer, and not using it as a means to en-
courage large families, nor do I think this would be precisely

the right bill in which to include any provision for that pur- |

pose. It may be that the Senator is right, and that the exemp-
tion ought to extend to three children or to four. Certain it is
that families with only two children can not increase the popu-
lation of any country, nor add strength to the State of which
they are citizens. But we have it this way, and we have
stopped at $1,000; and I think everybody will admit that
whether 2 man has two children or three or four this exemp-
tion helps him by keeping him to this extent from being taxed
under the bill,

Mr. NORRIS. Mr. President, I look at the matter on this
theory: I am not advocating giving a premium for families of
any particular size. I do not want to apply any other rule of
that kind. I simply think the man with three children can not
afford to pay the tax as well as the man with two. You have
made an exemption for children because it is harder for a man
with a family of children to support to pay the tax than it is
for the other man. Every time you tax him, and curtail his
ability to support his family, he does just that much less, and
must do just that much less, for the family. In the case of
the family of more than two children, you are depriving them
of some of the luxuries and some of the necessaries of life
which you are not taking away from the others.

I congratulate you on extending liberal exemptions to the
family of two children; but for the same reason that you did
that you ought to make the same exemption for the man who
has three or four children. Certainly there is no justice, it
seems to me, in stopping where the committee did.

Mr. WILLIAMS. We had to stop somewhere.
man who has 17 children.

Mr. NORRIS. I think we ought to let nature take its course,
and not make an arbitrary stop. I ask for the yeas and nays on
my amendment.

The yeas and nays were ordered, and the Secretary pro-
ceeded to call the roll.

Mr. CHILTON (when his name was called). I announce my
pair as on the former votes, and withhold my vote.

Mr. BRYAN (when Mr. FrercHeER's name was called). My
colleague [Mr. FrercuEr] is absent on public business. He is
paired with the junior Senator from Wyoming [Mr. WARREN].

Mr. LEWIS (when lis name was called). I am paired with
the junior Senator from North Dakota [Mr. Groxxal, and
therefore withheld my vote.

Mr. REED (when his name was called). I am paired with
the Senator from Michigan [Mr, Sarra]. I transfer that pair
to the Senator from Oklahoma [Mr. Gore] and vote “ nay.”

Mr. THOMAS (when his name was called). I transfer my
pair with the senior Senator from Ohio [Mr. Burrtox] to the
gunior Senator from Nevada [Mr, Prrraax] and vote “nay.”

I know one

Mr, "WARREN (when his name was called). I am paired
with the senior Senator from Florida [Mr. Frercaer]., 1 there-
fore withhold my vote.

The roll call was concluded,

Mr, LEA. I am palred with the Senator from Rhode Island
[Mr. Lreprrr]. I transfer that pair to the junior Senator from
Mississippi [Mr. VarpAMAN] and vote. I vote “nay.”

Mr. KERN. I am paired with the Senator from Kentucky
[Mr, BrapLEY] and withhold my vote.

Mr, CLARKE of Arkansas. I ask if the junior Senator from
Utah [Mr. SurHERLAND] has voted?

The VICE PRESIDENT. He has not.

Mr. CLARKE of Arkansas. I withhold my vote.

Mr. STONE. I have a pair with the Senator from Wyoming
[Mr. Crark], and will have to withhold my vote,

Mr. CHILTON. I transfer my pair to the junior Senator
from Tennessee [Mr, SuieLps] and vote “nay.”

Mr. GALLINGER. I have a general pair with the junior
Senator from New York [Mr. O'GorMaN], which I transfer to
the junior Senator from Maine [Mr. Burreier]. I vote  yea.”

Mr. WARREN. I announced a pair with the senior Senator
from Florida [Mr. FrercHER]. I transfer that pair to the
senior Senator from Connecticut [Mr. BRANDEGEE], so that the
senior Senator from Florida will stand paired with the senior
Senator from Connecticut. I vote * yea.”

Mr. DILLINGHAM. I am paired with the Senater from
Maryland [Mr. Smira] on this and all other questions which
arise on the bill. I make this announcement for the day. For
that reason I withhold my vote.

Mr. LA FOLLETTE. I wish to announce that the junior
Senator from Minnesota [Mr, Crapp] is unavoidably absent
from the Chamber this afternoon. If he were present, he would
vote “yea.”

The result was announced—yeas 27, nays 34, as follows:

YEAS—27. 2
Borah Fall Nelson Sherman
Brady Gallinger Norris Smoot
Bristow Jones Oliver Sterling
Catron Kenyon ownsend
qﬂlt La Iollette Penrose arren
Crawford Lodge Perkins Weeks
Cummins McLean Poindexter
NAYS—34.

Ashurst Johnson Ransdell Smith, Ga.
Bacon Lane Reed Smith, 8. C.
Bankhead Lea Robinson Bwanson

ryan Martin, Va. Saulsbury Thomas
Chamberlain Martine, N. J. Shafroth Thompson
Chilton Myers Bheppard Walsh
Hollis verman Shively Williams
Hughes wen Simmons
James Pomerene Smith, Ariz,

NOT VOTING—34.

Bradley du Pont Lippitt Stephenson
Brandegee Fletcher Mp umber Slo;l]ze
Burleig Goft Newlands Sutherland
Burton Gore O'Gorman Thornton
C:lnp]]‘: Gronna Pittman Tillman
Clark, Wyo. Hitcheock Root Vardaman
Clarke, Ark. Jackson Shields Works.
Culberson ern Smith, Md.
Dillingham Lewis Smith, Mich.

So Mr. Noreris's amendment to the amendment of the com-
mittee was rejected.

Mr. LODGE. I suggest, in line 6, on page 172, to strike out
the word “minor,” I think it is a hasty conclusion to infer
that a minor child is a greater burden or expense upon the
parents than a child that is not a minor. I think that is an
erroneous deduction.

Mr. WILLIAMS. Tt is based upon the theory that the law
compels the parent to take care of the minor child, and I think -
the law in taxing the parent ought to have some regard to
that obligation.

Mr. LODGE. But, in line 7, it reads “living with and de-
peundent upon.” If the child is living with and dependent
upon——

Mr. WILLIAMS, There was an amendment to be made. I
think that is a misprint. It ought to read “ each minor child
of the taxable parent.”” The language “living with and de-
pendent upon™ was, I think, stricken out, but we will examine
into it and we can take it up again. If I am right about if, I
think that the language “living with and dependent upon”
was stricken out, and it was left to read ‘ each minor child of
the taxable parent.”

Mr, LODGE. The language is “child living with and de-
pendent upon,” and even if it were not a minor child of course
the child is a charge upon the parent.

Mr. WILLIAMS., I will tell the Senator how it happened.
It was at one time proposed to say “each child under 18,” and
then it was suggested there might be daughters over 18 still
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dependent upon the family. So that language was put in.
They were called minor children, and necessarily under 21
years. The legal obligation stops at 21 and of course the
exemption ought to stop at that age.

Mr. GALLINGER. In lines 12 and 13 the words “living
with and dependent upon™ are dropped out.

Mr. WILLIAMS. I will take the matter up, and if I find
out that I am wrong about it I will bring it up again.

Mr. LODGE. If I may make a suggestion to the Senator,
I think the words “living with and dependent upon” are a
better definition than the word ‘ minor,” because we know in
many cases there are children of delicate health or perhaps
crippled who are dependent upon the parents and live with
them long after they are 21.

Mr. WILLIAMS. Yes; that is true; but the legal obligation
to support them ceases at 21—

Mr. LODGE. The legal obligation ceases.

Mr. WILLIAMS. And of course the principle lying under
exemption ceases. The language “living with” ought fo be
stricken out, anyhow. It might happen, for example, that a
child, for many reasons conceivable, might be living with a
grandparent or living with an uncle or somebody else. My
impression is that we struck out the words “living with and
dependent upon ” and just left it to read * minor child.”

Mr. OLIVER. Mr. President, I notice in lines 12 and 13 it
reads “that the total exemption on account of children shall
apply to a widow or a widower with a minor or dependent
child or children.” Therefore, it seems from the language em-
ployed that if a married couple have children they must be
minors, but in the case of a widow or widower the limitation of
age is entirely stricken off.

Mr. WILLIAMS. The Senator's suggestion would be per-
fectly just if it were not the fault of the printer. Instead of
“or” it ought to read “and.” I was expecting when we got to
it to make that change, so as to read “ with a minor and de-
pendent child or children.”

Mr. OLIVER. It is fortunate that there is a printer.

Mr. WILLIAMS. I will make it now. In line 12 the word
“or” ought to be “and.” I move that amendment to the
amendment.

The VICE PRESIDENT. The question is on agreeing to the
amendment to the amendment of the committee,

Mr. JONES. I understood the Senator to say that the gues-
tion was to be considered whether it should be limited to minor
children of a certain age, under 18 or 16.

Mr, WILLIAMS. There was a proposition at one time to
limit it to 18, upon the ground that a boy of 18 ought to be out
making his living. Then it was suggested it might not be a
boy ; it might be a girl. So, finally, it was put that way.

Mr. JONES. It occurred to me tliat some limitation of that
kind ought to be made. There are many families where there
may be a couple of boys 18, 19, or 20 years of age who make
a living for themselves, and I suppose generally they do.
Yet here the parents get an exemption on that account. Then,
on the other hand, there is a family of four or five children
under 7 or 8 years of age, who make nothing for their support,
and the parents get no greater exemption for those than the
family does for the grown-up boys who are barely under 21.

Mr. WILLIAMS. Anybody seeking faults with a tax bill
can always find them.

Mr. JONES. It seemed to me that it wounld be a much more
equitable arrangement to specify minor children under a certain
age. In the pension laws we recognize a limitation on minor
children. ;

Mr. GALLINGER. Mr. President, I rose to snggest to the
Senator that we probably have passed hundreds, certainly
scores, of private pension bills giving a pension to deformed
children and children sick from birth, regardless of their age.

Myr. JONES. Yes; that is true, but

Mr. GALLINGER. We have passed hundreds of them, and it
gseems to me that if this was made to read “ dependent children,”
without any reference to age, it would be better.

Mr. JONES. I merely make that suggestion. I do not think
I shall offer any amendment, but it seems to me that that change
should be made.

Mr. WILLIAMS. I thought if it read “ dependent children ™
a great many children might be ecrowded in, and we had to fix
some way to meet the conditions.

Mr. JONES. Why not provide that ithere shall be so much
exemption for each child under 16 years of age, like we allow a
widow in a pension case?

Mr. WILLIAMS. That would not be just to the girls in the
family. Frequently there are unmarried girls who can not sup-
port themselves, The exemption ought to apply to them until
they are 21. In other words, it ought to apply until the legal
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obligation of the parent to support ceases. If the Senator wants
to find a logical point, the logical point is that the exemption
shall cease where the legal obligation to support ceases.

Mr. JONES. Of course the exemption covers children who
are capable to eare for themselves; it becomes more than a mat-
ter of relief to the parent; it becomes a matter of favor.

Mr. WILLIAMS. It is a relief for the parents because of the
legal obligation.

The VICE PRESIDENT. The Chair understands that the
amendment proposed by the Senator from Mississippi is to change
the final word “ or,” in line 12, to the word * and,” so as to read:

Shall am-l to a widow or a widower with a minor and dependent
child or children.

Mr. WILLIAMS. Yes.

The amendment to the amendment was agreed to.

Mr. GALLINGER. Does the Senator propose to strike out
the words “ living with and,” at the beginning of }line 77

Mr. WILLIAMS. No; I ask to take that back and see what
we have done. Ay impression is that it was stricken vut,

Mr. GALLINGER. Very well.

Mpr. SIMMONS. The committee will examine it.

Mr., WILLIAMS. I do not mean to recommit it, but I wanted
merely to assure tiae Senate that I would look into that matter.

Mr. JONES. I wish to ask tie Senator another qguaestion.
The amendment now reads “ with a minor and dependent child
or children.” Does that mean that there may bg an exemption
on account of one child as a minor and another child over age
but dependent?

Mr. WILLIAMS. No; it is minor or dependent child or
minor and dependent children.

Mr. JONER. What is the significance of the word * depend-
ent” there? I understood the Senator to say a moment ago
that if the child was a minor of course the parent had a legal
obligation to support it.

Mr. WILLTAMS, If the Senator will notice above, in line 7,
he will see the language “living with and dependent upon.” If
the Senator had done me thc honor to have listened to me, he
would Lave heaid me say that I thought in caucus or in com-
mittee, one or the other, we had stricken out that language. If
it was stricken out in the one place, it was stricken out in both.
My recollection is that it was stricken out, but if it is to be left
in one place of course it it to be left in the other.

Mr. JONES. I heard the Senator make that remark, but do I
understand now it is to be left in, or is the Senator——

Mr. WILLIAMS. I will examine it and find out whether it is
to be left in and what we did with it.

Mr. JONES. Is it not the Senator’s idea that the word *“ de-
pendent ”* was left out?

Mr. WILLIAMS. That is my recollection.

Mr. JONES. Then the Senator will bring the meatter to the
attention of the Senate again?

Mr. WILLTAMS. I will, provided it was left ount.

Mr. JONES. But if it is to be left in, the Senator will let it
go without any suggestion.

Mr. WILLTAMS. Yes

Mr. JONES. I should like to have the Senator bring it to
the attention of the Senate if he concludes that it is properly
left in, because I think it ought to be left out or else we ought
to understand whether the word “ dependent ” means gomething
more than mere minority.

Mr. WILLIAMS. The Senator a moment ago was talking
about the wrong of the exemption on aceount of 16 or 17 or 18
year old children who are not dependent.

Mr. JONES. Certainly.

Mr. WILLIAMS. And now, if I understand him, he is ob-
jecting to keeping the word “ dependent ” in the bill.

Mr. JONES. No; I want to know whether it means some-
thing or not when it is left in the bill, and I want to know if
we leave it in whether it means that if the parents have one
minor child and then another child who is not a minor, but is
dependent on them, they get an exemption for both.

Mr. WILLIAMS. Undoubtedly it means that in order to have
the exemption the child must be a minor and dependent. It
iz left in the bill and it says so.

Mr. JONES. I do not think that is what it means. I do not
agree with that construection. I think if the Senator leaves the
words “minor ”-and “dependent " in, it would be construed to
mean one minor child and one child that was dependent because
he was——

Mr. WILLTAMS. Tt could not possibly be so construed, be-
cause that is not the language.

Mr. JONES. Does the Senator mean that the minor child
must be disabled in order to enable the parent to secure an ex-
emption?

Mr. WILLIAMS. XNo; I do not.
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Avcust 28,

Mr. JONES. Then, what does the word “dependent” mean?

Mr. WILLIAMS. It means dependent for support upon the
taxpayer.

Mr. JONES. Does that mean actually dependent?

Mr., WILLTAMS. In other werds, where the child or children
are not making their own living.

Mr. JONER. But suppose a 20-year-old boy is making his
living but is living with his parents?

Mr., WILLIAMS. Then, if this language means anything at
all, there will be ne exemptions on his account.

Mr, JONIES. That is what I want to get at. In other words,
the word “ minority ¥ does not procure the exemption, and the
parent, in order to get the exemption for a minor child, must
show that that child is actually dependent on him and is not
making a living for himself? If that is what it means, that is
what I wanted to understand.

Mr. WILLIAMS. That is what it says.
dependent child.

AMr. JONES. Yes. I had understood, however, that it was
the Senator’s contention that the fact of minority was the basis
for the exemption. If the other contention is the understanding
of the Senator, that is what I wanted to know. :

Mr. SHIVELY. The Senator from Washington can easily
conceive of a case where there may be a minor child with an
absolutely independent fortune, in which event the parent
would not have the benefit of the exemption.

AMr. JONES. What I wanted to understand clearly was
whether or not that was the intention of the language here.

The VICE PRESIDENT. The question iz on agreeing to
the amendment reported by the committee, beginning in line 20,
on page 171

The amendment was agreed to.

The reading of the bill was resumed.

The next amendment of the Commifttee on Finance was,
on page 172, line 17, before the word ‘“‘said,” to insert “D.
The”: in line 18, after the words *income of,” to strike
out “such” and insert “each”; in the same line, after the
word “person,” to strike out “ for the year ending December
31, 1913, and for each calendar year thereafter; and on,”
and in lieu thereof to insert “subject thereto, accruing
during each preceding calendar year cnding December 31:
Provided, however, That for the year ending December 31,
1913, said tax shall be computed on the net income aceru-
jng from March 1 to December 31, 1913, both dates in-
clusive, after deduncting five-sixths only of the specific exemp-
tions and deductions herein provided for. On"”; on page 173,
line 9, after the word * having,” to strike out “a net” and in-
sert “an”: and in the same line, after the words “income of,”
to strike out * $3.500 " and insert * $3.000 " ; on page 174, line 2,
after the word * individunals,” to insert “Provided, That a return
made by one of two or more joint guardians, trustees, executors,
administrators, agents, receivers, and conservators, or other
persons acting in a fiduciary capacity, filed in the district
where such persen resides, or in the district where the will or
other instrument under which he acts is recorded, under such
regulations as the Secretary of the Treasury may prescribe,
ghall be a sufficient compliance with the requirements of this
paragraph ”; in line 15, after the word “annnal,” to insert “or
periodical ”; and in line 17, after the word * person,” to insert
“ dednet and withhold from the payment an amount equivalent
to the normal income tax upon the same and,” so as to read:

D. The sald tax shall be comgnteﬂ upon the remainder of sald net
ineome of each person subjeet thereto, accruing during each Ing
calendnr year ending December 31: Provided, however, That for the

ear ending December 31, 1913, said tax shall be computed on the net
{ncome accruing from March 1 to December 31, 1913, both dates in-
clusive, after deducting five-sixthe only of the specific exemptions and
dodnctfnns herein provided for. On or before the 1st day of March
1914, and the 1st day of March in each year thereafter, a true and
accurate return, under oath or affirmation, shall be made by each
person of lawful age, except as hereinafter provided, subject to the
tax imposed by this sectiom, and having an income of $3,000 or over
for the taxable year, to the collector of internal revenue for the dis-
triet in which such person resides or has his Frlncipal place of
business, or, in the case of a person residing in a forel country, in
the place where his princlpal business is carried on within the United
States, in such form as the Commissioner of Internal Revenue, with
the approval of the Secretary of the Treasury, shall prescribe, setting
forth specifically the gross amount of income from all separate sources
and from the total thereof, deducting the aggregate items or expenses
and allowance herein authorized ; guardians, trustees, executors, ad-
ministrators, agents, receivers, conservators, and all persons, corpora-
tions. or associations acting in any fiduciary capacity, shall make and
render a return of the net Income of the person for whom they act,
subject to this tax, coming into their custody or control and manage-
ment, and be subject to all the provisions of this section which apply to
individnals : Provided, That a return made by one of two or more joint
guardlans, irustees, executors, administrators, agents, recelvers, and con-
gervators, or other persons acting in a fiduciary capacity, filled in the

.district where such person resides, or in the district where the will
or other instrument under which he aets is recorded, under such regu-
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lations as the Secretary of the Treasury may preseribe, shall be a

sufficlent compliance with the requirements of this paragraph; and also
all persons, firms, companies, copartnerships, corporations, joint-stock
companies or associations, and insurance companies, except as herein-
after provided, in whatever eapacity acting, having the control, receip

disposal, or payment of fixed or determinable annual or periodica
gains, profits, and income of another person. subject to tax, shall in
behalf of such person dedoct and withhold from the payment an
amount equivalent to the nmormal income tax upon the same and make
and render a return, as aforesaid, but separate and distinct, of the
Eortlon of the income of each person from which the normal tax has
een thus withheld, and containing also the name and address of such
person or stating that the name and address or the address, as the
case may be, are unknown,

The amendment was agreed to.

Mr. WILLIAMS. Mr. President, I want to offer an amend-
ment at this point to cure an oversight in the bill. After the
colon following the word “unknown,” on page 174, line 24, I
move to insert the following language:

Provided, That the provision requiring the normal fax of individuals
to be withheld at the sounrce of the income shall not be construed to
require any of suclh tax to be withheld prior to the date of the passage
of this act.

Then, Mr. President, following that amendment, the proviso
in line 24 should read “ Provided furihier.”

Mr, BORAH. Mr. President, as I understand, the Senator
from Mississippi a2 day or two ago asked that a provision of
the bill back on page 166 should be recommitted to the com-
mittee for further consideration.

Mr. WILLTAMS. Yes.

Mr. BORAH. I should like to have that portion of the bill
which deals with the subject of relieving corporations from
withholding the money due upon bonds to go with that pro-
vision, because they will both have to be considered together in
a large measure, as I understand.

My, WILLIAMS. I do not see why they should both go
together. Does the Senator mean the amendment which I have
just offered?

Mr. BORAH. No; not this partieular matter; but you have a
provision in the bill relieving the payment at the source with
reference to bonds, have you not?

Mr. WILLTAMS. Is the Senator referring to the provision
in lines 6 and 7 on page 1707

Mr. BORAH. No; I am not referring to that. I will eall the
Senator’s attention to the express provision when we reach it.

Mr. WILLIAMS3. Very well; that will probably be better, if
we have not reached it.

Mr. BORAH. I expected to leave the Chamber, but I will re-
main here until it is reached.

The VICE PRESIDENT. The qguestion is on the amendment
proposed by the Senator from Mississippl [Mr. Wiznrams].

The amendment was agreed to.

The reading of the bill was resumed.

The next amendment of the Committee on Finance, was, in
section 2, paragraph D, page 174, line 25, after the word “ ex-
ceeding,” to strika out “ $£3.500" and insert “$3,000"; on page
175, line 1, after the word “ required,” to insert “ Provided
further, That any persons carrying on business in parinership
shall be liable for income tax only in their individual capacity,
and the share of the profits of a partnership to which any tax-
able partner would be entitled if the same we- e divided, whether
divided or otherwise, shall be returned for taxation and the tax
paid, under the provisions of this section, and any such firm,
when requested by the Commissioner of Internal Revenue, or
any distriet collector, shall forward to him a correet statement
of such profits and the names of the individuals who would be
entitled to the same, if distribnted ™ ; in line 12, affer the word
“ persons,” to strike out “linble only " and insert “liable”; in
line 13, after the word ‘“tax,” to insert “only”; in line 18,
after the word “ provided,” to strike out the semicolon and the
words “and the” and insert a period; in the same line, after
the word “provided,” to insert “Any person for whom return
has been made and the tax paid, or to be paid as aforesaid,
shall not be requ’red to make a return unless such person has
other net income, but only one deduction of $3.000 shall be
made in the ecas> of any such person. The”; after the word
“it.” at the end of line 24, to strike out “ and may increase the
amount of any list or return if he has reason to believe that thae
same is understated: Provided, That no such increase shall bé
made except after due notice to such party and upon proof of
the amount nnderstated: or if the list or return of any person
ghall have been increased by the collector, such person may bé
permitted to prove the amount liable to be assessed: but such
proof shall not Le considered as conclusive of the facts, and no
deductions claimed in such cases shall be made or allowed until
approved by the collector” and insert “If the collector or
deputy collector have reason fo belleve that the amount of any
income returned is understated, he shall give due notice to the
person making the return to show cause why the amount of the
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yelurn should not be intreased, and upon proof of the amount
understated may increase the same accordingly,” so as to read:

Provided, That in elther case above mentioned no return of income
not exceeding £3,000 shall be required : Provided further, That any per-
gons carrying on business in partnership shall be liable for income tax
only in their individual capacity, and the share of the profits of a
partnership to which Jm];' taxable partner would be entitled if the same
were divided, whether divided or otherwise, shall be returned for taxa-
tion and the tax paid, under the provisions of this section, and any
such firm, when requested by the Commissioner of Internal Revenue, or
any disiriet collector, shall forward to him a correct statement of such
profits and the names of the individuals who would he entitled to the
same, if distributed: Provided further, That persons liable for the nor-
mal income tax only, on their own sccount or in behalf of another, shall
not be required to make return of the income derived from dividends
on the capltal stock or from the net earnings of cor rations, joint-
stock companies or associations, and insurance companies taxable upon
their net income as herelnafter provided. Any dperson for whom return
has been made and the tax paid, or to be pald as aforesaid, shall not
Le required to make a return nnless such person has other net income,
bat only one deduction of $3,000 shall be made In the case of any such
person. The collector or deputy collector shall require every list to be
verified by the onth or affirmation of the party rendering It. If the
collector or deputy collector have reason to believe that the amount of
any income returned is understated, he shall give due notice to the
person making the return to show cause why the amount of the return
should not be increased, and upon proof of the amount understated
may increase the same accordingly. If dissatisfied with the decision
of the collector, such person may submit the case, with all the papers,
to the Commissioner of Internal Revenue for his decision, and may fur-
nish sworn testimony of witnesses to prove any relevant facts.

The amendment was agreed to.

The next amendment was, in section 2, paragraph E, page
176, line 20, after the word “ made,” to ingert “by the Commis-
sioner of Internal Revenue”; on page 177, line 5, before the
word “provided,” to strike out “above”; in the same line,
after the word “ for,” to insert ‘“in this section or by existing
Iaw,” so as to read:

1. That all assessments shall e made by the Commissioner of Inter-
nal Revenue and all persons shall be notified of the amount for which
they are respectively liable on or before the 1st day of June of each
successive year, and said assessments shall be paid on or before the
30th day of June, except In cases of refusal or neglect to make such
return and in cases of false or frandulent returns, in which cases the
Commissioner of Internal Revenue shall, upon the disecovery thereof, at
any time within three years after said return is due, make a return
upon information obtained as provided for in this section or by exist-
ing law, and the sssessment made by the Commissioner of Internal
Revenue thercon shall be paid by such person or persons immediately
upon notifieation of the amount of such assessment; and fo any sum
or sums due and unpald after the 30th day of June in any year, and
for 10 days after notice and demand thereof by the collector, there
shall be added the sum of 5 per cent on the amount of tax unpaid, and
interest at the rate of 1 per cent per month upon said tax from the
time the same beeame due, except from the estates of insane, deceased,
or insolvent persons,

The amendment was agreed to.

The next amendment was, in section 2, paragraph E, page 177,
line 19, after the word “including,” to strike out *lessees or™;
and on page 178, line 2, after the word * exceeding,” to strike
out “$4.000" and insert “ $3.000,” so as to read:

All persoms, firms, copartnerships, companies, corporations, joint-
stock companies or associntions, and insurance companies, in what-
ever capacity acting, ineluding mortgagors of real or personal property,
trustees acting in any trust capacity, executors, administrators, agents,
receivers, conservators, employers, and ‘all officers and em){!oyees of the
United States having the control, receipt, custody, disposal, or payment
of interest, rent, salaries, wages, premiums, annuities, compensation,
remuneration, emoluments, or other fixed or determinable annual gains,
profits, and income of another person, exceeding $£3,000 for any taxable
year, other than dividends on ecapital stock, or from the net earnings
of corporations and joint-stock companies or associations subject to like
tax, who are required to make and render a return in behalf of another,
a8 provided herein, to the collector of his, her, or ita distriet, are hereby
suthorized and required to deduct and withhold from such annual
gains, profits, and Income such sum as will be sufficient to pay the
normal tax imposed thereon by this section, and shall pay to the officer
of the United States Government authorized to recelve the same; and
they are each hereby made personally liable for such tax.

The amendment was agreed to.

The next amendment was, in section 2, paragraph H, page
178, line 13, after the word “ tax,” to strike out:

In all cases where the income tax of a person is withheld and de
ducted and pald or to be pald at the souree, as aforesald, such person
shall not receive the benefit of the exemption of $4,000 allowed herein
except by an application for refund of the tax unless he shall, not less
than 30 days prior to the day on which the return of his income is doe,
file with the person who Is required to withhold and pay tax for him,
an aflidavit claiming the bLenefit of such exemption; nor shall any per-
son under the foregoing conditions be allowed the benefit of any deduc-
tion provided for in subsection B of this section unless he shall, not
less than 80 days prior to the day on which the return of his income
is due, flle either with the person who is required to withhold and pay
tax for him a true and correct return of his annual gains, profits, and
income from all other sources, and also the deductions asked for, and
the showing thus made shall then become a part of the return to be
made in his behalf by the person required to withhold and pay the
tax, or such person may likewise make application for deductions to the
collector of the district Iin which return is made or to be made for him.

And insert:

Provided, That landlords are to make their own returns and tenants
are exempt from the provisions of the foregoing requirement except
when, In the case of individuals, trustces, and other noncorporate
owners, the terms of the lease require the tenant to pay State and
municipal taxes and assessments against the property, the cost of

maintenance, repairs, and insurance, in which case tenants are author-

ed and required to deduet the fax out of the gross rental in the
manner above prescribed. Where the owner is a corporation the tenant
ghall not be required in nn{ case to deduct the tax upon the gross
rental, the corporation itself being required to make the return and
the statement of the deduetion.

If the person receiving such payment of more than $3,000 per
annum {is also entitled to deductions under the second paragraph of
subsection B which reduce his aggregate income so as to entitle him
to exemption from the normal income tax, or reduction of the amount
subject to the tax, he may receive the benefit of such exemption, or
reduction, either by filing with the person required to withhold the
tax and pay it to the Government, not less than 30 days prior to the
day on which the return of his income is due, an affidavit claiming the
benefit of such exemption, and a true and correct statement of his
annual income from all other sources, and of the deductlons claimed,
which affidavit and statement shall become a part of the return to be
made in his behalf by the person required to withhold and pay the
tax, or by making the application for the exemption to the collector
of the district in which return Is made or to be made for him, and
proving to the satisfaction of the collector that he is entitled to the
game, .

The amendment was agreed to.

Mr. BORAH. Mr. President, the next paragraph is the one
to which T referred, which I should like to have passed over
until the committee reports upon the paragraph on page 166.

Mr. WILLIAMS. Let the Secretary read it.

The Secretary read as follows:

Where under the terms of a contract entered into before this act
takes effect the payment to which the taxable person is entitled is
reqaired to be made withont any deduction by reason of any tax
imposged, the obligor shall not be compelled to make such deduetion or
withhold the Income tax, but shall give notice to the collector of the
payment made, or to be made, as part of the return which he is
required to make, and the sald sum shall in that case, for the purposes
of this act, be computed as a part of the income of the taxable person.
If the obligor fails to give such notice he shall be personally liable for
the income tax if the same is not paid by the taxable person. No
such contract entered into after this act takes effect shall be valid in
regard to any Federal income tax imposed upon a person liable to such
payment : Provided further, That if such person is a minor or an insane
person, or is absent from the United States, or is unable owing to
serious illness to make the return and application above provided for,
the return and application may be made for him or her by the person
required to withhold and pay the tax, he making oath under the
penalties of this act that he has sufficlent knowledge of the affalrs and
property of his beneficiary to enable him to make a full and complete
return for him or her, and that the return and application made by
him are full and compiete.

Mr. WILLIAMS. I should like fo hear what it is that the
Senator has in mind.

Mr. BORAH. What I said was that I should like to have
that part passed over until the commitiee reports upon the
provision upon page 166. ?

Mr. WILLIAMS. Why should this go with that?

Mr. BORAH. Of course, the latter part of this has nothing
to do with that; but there is one view of the matter on page 166
which I think might have a good deal to do with it, I do not
know what the report of the committee will be upon it.

Mr. WILLIAMS. I do not see that one of these things iIs
connected with the other. The clause to which the Senator
refers is one intended to meet the case of contracts where the
corporation undertakes to pay the tax, like the Steel Trust,
for example, the Carnegie stock, and all that. This substan-
tially leaves the question to be determinable af law. It ex-
empts the corporation from being compelled to make the de-
duetion, but makes it give notice to the collector of the tax.
In that case the collector will compule the interest as a part
of the income of the taxable person. But it is followed by this:

If the obligor fails to give such notice, he shall be personally liable
for the income tax if the same is not paid by the taxable person.

If a corporation having that sort of a contract wants to
keep ifs contract, all it has to do is to fail to give the notice
and go ahead and pay the tax; and if there is going to be a
lawsuit about it, the United States Government wants the tax-
able person—Iin the illustration I have given, Mr. Carnegie—to
pay his tax.

The VICE PRESIDENT. The question is on agreeing to the
amendment of the committee.

Mr. WILLIAMS. I will say that I do not think the two
things are indissolubly tied to one another. If the Senator de-
sires it to go over for some reason, of course I am perfectly
willing that it shall go over; but I am not willing that it shall
be recommitted.

Mr. BORAH. I am not asking that it shall be recommitted.

Mr. WILLIAMS. Very well; then the Senator simply wanis
it to go over. In that event it will be passed over; certainly.
I owe an apology to the Senator. I misunderstood what he
wanted. )

The VICE PRESIDENT. Let the Chair understand the mat-
ter. Does the amendment go over before it is agreed to, or
after?

Mr. BORAH. Before it is agreed to.

Mr. WILLIAMS. Yes; before it is agreed to.
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Aveust 28,

Ar. SIMAMONS. Why may not the amendment be agreed to
now, with the understanding that it may be called up again if
the Senntor desires?

Mr. BORAH. I have no objection to that. I simply made the
suggestion which is usually made here. I have no objection it
it is to be reconsidered if we desire to reconmsider it. Then let
it be adopted.

The amendment was agreed to.

The VICE PRESIDENT. The Secretary will make a note
that the amendment may be reconsidered if desirable.

The reading of the bill was resumed.

The next amendment of the Committee on Finance was, on
page 181, line 18, after the word “ bonds,” to strike out the
comma and insert the word “and”; in the same line, after the
word “ mortgages,” to insert “or deeds of trust”; in line 17,
after the word “ other,” to strike out “ indebtedness ” and insert
% obligations,” so as to read:

Provided further, That the amount of the normal tax hereinbefore
imposed shall be deducted and withheld from fixed and determinable an-

nunal gains, profits, and income derived from interest upon bonds and
mortgages, or deeds of trust, or other obligations of corporations.

Mr. GALLINGER. T will call the Senator's attention to the
fact that after the word “ associations,” in line 18, page 181, the
word “and " should be inserted. It becomes necessary from the
fact that the language on the next line has been stricken out.

AMr. WILLIAMS. The Senator is right about that. That was
brought about by striking out the subsequent language.

The VICE PRESIDENT. The amendment will be stated.

The Spcrerary. On line 18, page 181, before the words ‘: in-
surance companies,” it is proposed to insert the word *and.’

The amendment was agreed to.

The next amendment of the Committee on Finance was, on
page 181, line 19, after the words “insurance companies,” to
strike out “ and also of the United States Government not now
exempt from taxation”; in line 22, before the word “ subject,
to strike out “$4.000" and insert. *$3.000”; in line 24, att,e'r
ihe word “income,” to insert “and paid to the Government™;
and on page 182, line 18, after the word *exceed,” to strike
out “$4,000” and insert “$3,000," so as to read:

J k fes associations and Insurance companies,
whegg}atr-stl?;yabfgma%nmllyozr at shorter or lomger perlods. although
such interest does mot amount to $3,000, subject to the provisions of
this section requiring the tax to be withheld at the source and de-
ducted from annual income and pald to_the Government ; and like-
wise the amount of such tax shall be deducted and withheld from
coupons, checks, or bills of exchange for or in payment of interest
upon bonds of foreign countries and upon forelzn mortgages or like
obligations (not payable In the United States), and also from coupons,
checks, or bills of exchange for or in payment of dividends upon
the aitoci-k or it:‘te{est upon the o\;llmtious egtmto;ﬁs es%nraor?ot::&%

. en 1
ﬁasii’ft:}ﬁs" ?8 an‘ilin thensf‘:ltl;tﬂi:e e%oc?zlp‘::sees shall be withheld and deducted
for and in bebalf of any person subject to the tax hereinbefors im-
, although such interest, dividends, or other compensation does
not exceed §3,000,

The amendment was agreed to.

The next amendment was, at the top of page 183, to insert:

All persons, firms, or corporations undertaking as a matter of busi-
ness or for profit the collection of foreign payments Ly means of cou-
pons, checks, or bills of exchange shall obtain a license from the Com-
missioner of Internal Revenue, and shall be subject to such ations
enabling the Government to ascertain and verify the due withholding
and payment of the income tax required to be withheld and paid as
the Commissioner of Internal Revenne, with the approval of the Sec-
retary of the Treasury, shall preseribe; and any w{:mon who shall
undertake to collect sush payments as aforesaid thout baving ob-
tnined a license iherefor. or without complying with such regulations,
ghall be deemed guilty of a misdemeanor and for each offense be fined
in a sum not exeeeding $5.000, or imprisoned for a term not exceed-
ing one year, or both, in the discretion of the court.

The amendment was agreed to.

The reading of the bill was resumed.

The next amendment was, on page 183, line 21, after the
word “ return,” to strike out “any person for whom return has
heen made and the tax paid, or to be paid as aforesaid. shall
not be required to make a return unless such person lLas other
net income, but only one deduction of $4,000 shall be made in the
ease of any such person” and insert “ under rules and reguln-
tions prescribed by the Commissioner of Internal Revenue and
approved by the Secretary of the Treasury.”

AMr. WILLTAMS. Mr. President, that ought to be * to be pre-
scribed.” I move to amend the amendment by imserting the
words *to be”

The VICE PRESIDENT.
swill be stated.

The SECRETARY. On page 183, line 25, before the word “ pre-
seribed,” it is proposed to insert “to be.”

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

The amendment to the amendment

The next amendment was, on page 184, after line 3, to insert:

The provisions of this sectlon re!at!nﬁ to the deductlon and payment
of the tax at the source of income shall only apply to the mormal tax
hereinbefore imposed upon individuals.

The amendment was agreed to.

The next amendment was, in paragraph F, page 184, line 12,
after the word “ penalty,” to strike out “not exceeding $500 "
and insert * of not less than $20 nor more than $1,000”; in line
13, after the word “ person,” to insert “or any officer of any
corporation”; and in line 18, after the word “ exceeding,” to
strike out “ $1,000 " and jnsert “ §2,000,” so as to make the para-
graph read:

F. That ¥ any person, corporatlon, joint-stock company, association,
or Insurance company liable to make the return or pay the tax afore-
said shall refuse or neglect to make a refurn at the time or times here-
inbefore speclfied in each year, such person shall be liable to a penalty
of not less than $20 por more than £1,000. Any person or any officer
of any corporation required by law to make, render, sign, or verify
sn{ re who makes any false or fraudulent return or statement
with intent to defeat or evade the assessment required by this section
m mngze (;:(l"’lgl! bebean&ty ?f a el;!sﬁimeanor land shall be fined not ex-

ng $2, or risoned not excee: !
the discretion of the cuur;t'. with the costs of gfos%?:gtmr g hichy A

The amendment was agreed to.

The next amendment was, in paragraph G, page 185, line 2,
after the word “organized,” to strike out “but”; in line 4,
before the word ‘““upon,” to insert “then”; in line 4, after the
word *“income,” to strike ont “arising or™; and in line 5, after
the word “ accruing,” to strike out “ by it,” so as to read:

G. (a) That the normal tax hereinbefore imposed n Individunals
lkewise shall be levied, assessed, and Paid annually np;?t?n the entlre
net income arising or accruing - from gl sources during the preceding
calendar year to every corporation, joint-stock eompany or association,
and every insurance conelé\nny. organized in the United gtltes. no matter
how created or organized, not including parinerships; but if organized,
authorized, or existing under the laws of any forelgn ecuntry, then upon
the amount of net Income accruing from business transacted and capital
invested within the United States during such year.

The amendment was agreed to.

The reading of the bill was resumed, and the Secretary read:
to line 11, page 185, as follows:

vaidﬂg} however, That nothing in this section shall apply to labor,
agricultural, or hortieultural organizations, or to mutual savings hanks
not having a capital stock represented by shares, or to fraternal bene-
E}fs!ary societies, orders, or associations operating under the lodge

Mr. WILLIAMS. Mr. President, on line 11, page 185, after
the word * system,” there ought to be an amendment made to
carry out the purpose of the bill. It says:

Fraternal benefici jeties, orders,
the Inies systelrlne. ciary socleties, orders, or assoclations operating under

It appears from some information I have recently received
that the insurance branch of the Masonic fraternity does not
operate under the lodge system, although, of course, the fra-
ternity itself does. I ask that this part of the proviso may be
held open for the purpose of an amendment. I have not yet
had a chance to consult the committee about it.

The VICE PRESIDENT. The proviso, beginning on line T,
page 185, and going down to line 11, will be passed over.

The reading of the bill was resumed.

The next amendment was, on page 185, line 19, after the
word “charitable,” to insert “secientific”; and in line 21, after
the word “individual,” to insert “mnor to business leagues, nor
to chambers of commerce or boards of trade, not organized for
profit or no part of the net income of which inures to the
benefit of the private stockholder or individual; nor to any civic
league or organization not organized for profit, but operated
exclusively for the promotion of social welfare,” so as to read:

And providing for the payment of life, sick, accldent, and other bhene-
fits to the members of such socleties, orders, or associations and de-
pendents of such members, nor to domestic bullding and loan assocla-
tlons, nor to cemetery companies, organized and operated exclusively
for the mutual benefit of their members, nor to any corporation or
association organized and operated excluslvely for religlous, charltable,
sclentific, or educational purposes, no part of the net income of which
inures to the benefit of any private stockholder or individual, nor to
business leagues, nor to chambers of commerce or boards of trade, not
organized for profit or no part of the nct Income of which Inures to
the henefit of the private stockholder or Individval; nor to any civie
league or organization not organized for proflt, but operated exclusively
for the promotion of social welfare.

The amendment was agreed to.

Mr. HITCHCOCK. Mr. President, I have an amendment
which I should like to offer and have read at this point.

The VICE PRESIDENT. The amendment will be stated:

The SecrETARY. After the first paragraph in section G, page
186, it is proposed to insert the following proviso, to come in
after the word * welfare ” in line 2: '

Provided, That whenever a corporation, joint-gtock company, or as-
socintion shall produce or sell annually one-quarter or more of the

entire amount of any line of production in the United States open to
general manufacture or production the rate of tax to be levied, asscssed,
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and paid per annum upon the entire net income of such corPomtion.
Jjoint-stock company, or association arising or accruing from all sources
shall be as follows:

A, If its production or sale be ene-quarter and less than one-third of
the total amount of any line of production, its annual tax shall be five
times the normal tax hereinbefore im u.-d', to wit, 5 per cent.

B. If its production or sale be one-third and less than one-half of the
total amount of any line of production, its annual tax shall be ten times
the normal tax hereinbefore imposed, to wit, 10 per cent.

C. If Its production or sale be one-half or more of the total amount
of any line of ﬂroduetion for the whole country, its annual tax shall be
twenty times the normal tax hereinbefore Imposed, to wit, 20 per cent
on its entire net income accruing from all sources. The w “ line
of production’™ above used shall be construed to mean any icular
article or any particular commodity, or to mean any class of articles
or commodities ordinarily manufactured in conjunction with each other
from the same or similar materials; but no line of production shall
subjeet a corporation to any additional tax imposed by thlam%.rmaph
unless said line of production amounts to at least $10,000, a {ear.
nor shall this additional tax provided for In this paragraph apply to
corporations, joint-stock companies, or associations emp.!oﬂ)ng less n
?5 000,000 ecapital represented by stock or bonds, or both. In the
e’rging and collection of the tax authorized in this paragraph the

ndings of the Secretary of Commerce as to the annual production and
sale by corporations, joint-stock companies, or assoclations shall be
taken as prima facle evidence ; and whenever those findings show that
a corporation, joint-stock company, or association controls one or more
other corporations, jeint-stock companies, or assoclatiens, directly or
indirectly, the same line of production of the subsidiary concern shall
be added to that of the controlling eoneern; and whenever it appears
that two or. more corporations, joint-stock companies, or associations
bave stockholders in common to the extent of 50 per cent in either,
each ghall “my the rate of tax that would be levied if the two concerns
were united and their product combined.

Mr. WILLIAMS,. If the Senator from Nebraska wants to be
heard upon this amendment, as I apprehend is the case—

Mr. HITCHCOCK. Yes, sir; it is.

Mr. WILLIAMS. It is 6 o'clock now, and I will yield for a
motion to go into executive session.

EXECUTIVE BESSION.

Mr. HITCHCOCK. I move that the Senate proceed to the
consideration of executive business.

The motion was agreed to, and the Senate proceeded to the
consideration of executive business. After 8 minuntes spent in
executive session the doors were reopened, and (at 6 o'clock
and 10 minutes p. m.) the Senate adjourned until to-morrow,
Friday, August 29, 1913, at 11 o'clock a. m.

NOMINATIONS.
Lzecutive nominations received by the Senate August 28, 1913.
AMBASSADOR EXTRAORDINARY AND PLENIPOTENTIARY.

Henry Morgenthan, of New York, to be ambassador extraordi-
nary and plenipotentiary of the United States of America to
Turkey, vice Willlam Woodville Rockhill, resigned.

CorrectoRs oF CUSTOMS.

Zach T.. Cobb, of Texas, to be collector of customs for the dis-
trict of El Paso, in the State of Texas, in place of Alfred L.
Sharpe, resigned.

Frank Rabb, of Texas, to be collector of customs for the dis-
trict of Laredo, In the State of Texas, in place of James J.
Haynes, resigned.

AGENT AND CONSUL GENERAL.

Olney Arnold, of Rhode Island, to be agent and consul gen-
eral of the United States of America at Cairo, Egypt, vice Peter
Augustus Jay.

Mix1sTER RESIDENT AND CONSUL GENERAL.

George W. Buckner, of Indiana, to be minister resident and
consul general of the United States of America to Liberia, vice
Fred R. Moore, resigned.

CONFIRMATIONS.
Executive nominations confirmed by the Senate August 28, 1913.
PROMOTIONS AND APPOINTMENTS IN THE NAYVY.

Lieut, George B. Landenberger to be a leutenant commander.

Lieut. (Junior Grade) Herndoa B. Kelly to be a lieutenant.

Theodore W. Johnson to be a prefr=~or of mathematies.

Carlos V. Cusachs to be a professor of mathematies.

Arthur E. Younie to be an assistant surgeon in the Medical
Iteserve Corps.

Walter C. Espach to be an assistant surgeon i1 the Medical
Reserve Corp-.

Jobn F. X. Jones to be an assistant surgeon in the Medical
Reserve Corps.

POSTMASTERS.
10WA.
E. R. Ashley, Laporte City.
Henry F. Eppers, Montrose.
Anton Huebsch, McGregor.
Ben Jensen, Onawa.
: NORTH DAKOTA.
Frank Lish, Dickinson.
V. F. Nelson, Cooperstown.
QHIO.
E. E. France, Kent.
James P. Stewart, Niles.

Lon Davis, Sealy.
W. T..Hall, La Porte.

TEXAS,

WEST VIRGINIA.
J. L. Butcher, Holden.

SENATE.
Frioax, August 29, 1913.

The Senate met at 11 o’clock a. m.
Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D.
The Secretary proceeded to read the Journal of yesterday's
proceedings, when, on request of Mr. Siamoxns and by unani-
mous consent, the further reading was dispensed with and the
Journal was approved.
GOODS IN BOND.

The VICE PRESIDENT. The Chair lays before the Senate a
communication, which will be read.

The Secretary read as follows:

TREASURY DEPARTMENT,
Washington, August 27, 1913,
The PRESIDENT OF THE UNITED STATES SENATE.

Smm: T have the honor to acknowledge recelpt of a copy of a Senate
resolution under date of the 21st Instant, requesting, for the use of the
Senate, certain information relative to goods held without the Savmmt
of duty In warehouse now and at the same time in the year 1912

In reply I have to advise you that similar information with respect
to zoods in warchouse August 1, 1912, and August 1, 1913. was for-
warded to {ou under date of August 21, 1918, In eompliance with a
resolution of the Senate of August 1, 1913,

The figures, if compiled on 5 in warehouse August 21, would
Eobﬂhly differ but little from those furnished you computed on goods

warehouse under date of August 1, and it would take some time to
compile them. In view of the matter, I have to request to be informed
whether data similar to that given my letter of Angust 21, as of
August 1, 13 desired brought down to August 21.

Respectfully,

W. J. McApoo, Secretary.
g‘he VICE PRESIDENT. The communication will lie on the
table.
ENROLLED BILL SIGNED.

A message from the House of Representatives, by D. K.
Hempstead, its enrolling clerk, announced that the Speaker of
the House had signed the enrolled bill (8. 1620) to provide
for representation of the United States in the Fourteenth Inter-
national Congress on Alcoholism, and for other purposes, and
it was thereupon signed by the Vice President.

CALLING OF THE ROLL.
Mr. KERN. Mr. President, I suggest the absence of a quo-
rum.
The VICE PRESIDENT. The Secretary will call the roll.

The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Fletcher Norrls Smith, Md.
Bacon Gallinger Oliver Smith, 8. C.
Bankhead Hitchecock Page Smoot
Borah Hollis Penrose Sterling
Bradley Hughes Perkins Stone
Brady James Pittman Sutherland
Brandegee Johnson Pomerena Swanson
Bristow Jones Robinson Thomas
Bryan Kenyon Root Thompson
Chamberlain Kern Saulsbury Townsend
Chilton La Follette Shafroth Vardaman
Clap Lane Sheppard Walsh
C]a.r{ Wrya. Lea herman Warren
Colt Lodge Shields Weeks
Crawford Me ber Shively Williams
Cummins McLean Simmaons Works
Dillingham Martin, Va. Smith, Ariz,

Fall Martine, N. J. Smith, Ga.

Mr. McCUMBER. I again gnnounce the necessary absence
of my colleague [Mr. GroNxA].

Mr. TOWNSEND. The senior Senator from Michigan [Mr.
SurTH] is absent from the city on important business. He is
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